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The Construction and Finances of Interurban 
Electric Railroads. 


By THomAs Conway, JR. 


The electric interurban railroad, which has become such an 
important factor in the life of many communities, is one of the 
most conspicuous developments of the last decade. The first step 
in its development can be traced to the construction of lines along 
the public highways from one town to another. These roads, 
judged by the standards in vogue today, were nothing more than 
suburban lines. They were built with light rails, equipped with 
four-wheel cars, and instead of seeking to secure high speed, the 
management aimed at the accommodation of the greatest number 
of local riders which it was possible to cater to. The difficulties 
surrounding such a character of construction were soon recog- 
nized. The growth in the population of the territory tributary to 
the system inevitably resulted in a decrease in the rapidity of ser- 
vice, the consequence of which was the curtailment of future 
growth in sections as yet but sparsely settled. This difficulty had 
to be overcome. Unless the system was to find in the near future 
a point beyond which it was impossible for it to grow, it was not 
only necessary that the rapidity of service should be maintained, 
but that the speed, if anything should be made more rapid 
than that which was profitable in the days of lighter traffic. 
Moreover, in the case of the roads which for long distances passed 
through strictly rural sections, and which relied to a great extent 
upon the through traffic for support, lengthening the running 
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time brought with it serious consequences. The success of the 
enterprise depended upon the ability of the new line to compete 
with the steam road, which it generally closely paralleled, and with 
which it was forced to carry on relentless competition. In very 
few cases was the local or suburban service sufficient to support 
the line. The financial integrity of the system demanded that the 
road should be built in such a manner that the future would not 
be jeopardized through the increase in population for which it was 
largely responsible. 

As a consequence, we find in the course of time that the high 
grade electric lines were forced to adopt a separate, fenced-in pri- 
vate right of way for their exclusive use. There are two methods 
of erecting a line upon a private right of way. The road can 
either parallel the highway, occupying a separate fenced-in road- 
bed, or it can follow the practice of the steam railroads, which 
consider the natural formation of the country regardless of the 
location of highways. The choice between these alternatives is a 
matter of great importance. The disadvantages of a line on a 
strip contiguous to the highway arise from the fact that it is al- 
most impossible to secure from the land owner, either by agree- 
ment or through process of law, an arrangement by which the. 
electric line can be relieved of the necessity of providing frequent 
cross overs. The presence of a large number of road crossings 
is a serious matter. In the first place, as the country becomes 
more thickly settled the danger of operation is materially in- 
creased, with the result that the company finds its claims from 
damage suits growing larger each year, eating up more and more 
of the surplus available for dividends. Nevertheless, in many 
regions where the local traffic is too important to be ignored, and 
where a large part of it would be lost by location at any other 
point than upon a strip contiguous to the roadway, it often hap- 
pens that it is wiser to select such a route in preference to one which 
while more desirable from an engineering standpoint, promises 
smaller financial returns. In a sparsely settled district which is 
at the present time of little importance and seems likely to remain 
so for a number of years, it is considered better to build a line 
through the farms following the natural contours and maintaining 
as low a grade as possible regardless of whether the location suits 
the local traffic or not. 
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Careful calculations which have been made by street railway 
men show that the traffic which supports the interurban lines, par- 
ticularly in the middle West, is very largely composed of persons 
journeying from one town to another. The statistics collected by 
the Muncie, Hartford and Fort Wayne Railway furnish a good 
illustration of the comparative unimportance of the strictly local 
business. The track of this company extends from court house 
to court house in the terminal cities. Outside of the towns the 
road is located upon private right of way, three-fourths of the 
entire mileage lying adjacent to the roadbed of the Lake Erie 
and Western R. R. No city roads are operated, nor is the track 
of any other company used. In the terminal city of Muncie four 
minutes’ time is required to run from the court house to the cor- 
porate limits, so that practically no city service is given. The prop- 
erty, therefore, furnishes a very satisfactory example of the typical 
interurban line. The data, which were carefully collected, indi- 
cated that of the total traffic of the line during 1904 the 
proportion of business furnished by the towns was 82.7%, in 
comparison with 17.3% supplied by the rural districts—a ratio of 
nearly five to one. It is evident, therefore, that the average inter- 
urban road, if we can accept the experince of the Muncie Road 
as conclusive, must depend almost entirely upon the inter-city 
travel for its patronage, and unless it is able to offer swift, co:n- 
fortable and reasonably certain service, the investment must 
almost inevitably prove unprofitable. 

Certain other advantages which should not be overlooked can 
be secured by the use of private right of way, located without 
regard to the public highway. The most important benefit arises 
from the fact that it is possible to construct the line witli more 
uniform and easier grades than would be possible were it 
necessary to adhere closely to the lines laid down for the public 
road. The effect of this is seen not only in the ease with which 
a given speed can be maintained, but is also clearly indicated in 
the decreased cost of operation for a service of the same charac- 
ter, as compared with that which prevails where greater natural 
difficulties are confronted. The possibility of profitably handling 
freight, express, mail and baggage is also much greater if the road 
has been constructed upon such lines as permits of the handling 
of heavy traffic without an excessive consumption of power. 
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An examination of the standards of construction in use at 
the present time by the leading interurban systems clearly demgn- 
- strates that the movement is constantly towards a higher type’of 
construction, more closely approximating that in use upons 
steam railroad. The pioneer roads were not only located wi 
regard to speed, but were constructed upon grades that 
almost prohibitive in their nature. On the other hand, the high 
grade road built at the present time is located in such a manner 
as to eliminate, so far as possible, heavy grades and sharp curves. 
The problem of securing a uniform grade in the western states, 
particularly in the level country of Indiana, Illinois and Ohio, 
where the interurban has achieved its greatest development, is a 
comparatively simple one. The level prairies necessitate but a 
very small expenditure for this item in the cost of construction. 
In the eastern states, however, the cost of grading the line is out 
of all proportion to the amount of money which is regarded as 
necessary in the West. The rugged nature of the country, the 
frequency of creek valleys requiring the construction of expen- 
sive viaducts or fills, and the numerous railroads which must be 
crossed, ordinarily overhead, requires the expenditure of an enor-, 
mous sum. It is, therefore, impossible to arrive at any definite © 
conclusion as to the amount which should be set aside for this 
purpose. For example, a prominent interurban line in Indiana 
spent a trifle over $1,500 per mile on excavations and embank- 
ments, while a recently constructed line in Pennsylvania was 
forced to spend approximately $15,000 per mile for gtading 
the right of way and building the bridges and culverts. It is 
needless to say that the latter line was providing for a volume of 
traffic quite unusual as compared with that encountered upon 
the ordinary interurban line. : 

Leaving aside the question of grading, however, it is possible 
to arrive at a standard of construction, which, while it has not 
been formally accepted as the standard type by any association of 
street railway engineers, may be regarded as representing the 
standard followed on the best interurban systems. A comparison 
of the roadbed of the modern electric interurban with that used 
upon the best portions of steam roads is exceedingly interesting 
and instructive, not only by way of comparison, but because it 
shows the extent to which the electric line has been developed in 
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the few years of its existence. The electric standard for. the 
double track line was taken from a prominent eastern interurban, 
while the single track road represents the standard in vogue upon 
one of the most important electric lines in Indiana. The former 
is based upon a track having a width of 5 ft. 244 inches from cen- 
ter to center of rails, corresponding to the stereotyped street rail- 
way gauge. The single track road uses a gauge corresponding 
exactly to that of the standard upon the steam lines.* 

The most striking thing about the comparison is the fact that 
the electric line, as it is built today, is fully as well ballasted as 
the best steam roads, andeuses: ties equally as stout and durable. 
The sub-grade of the roadbed in the case of the electric line corre- 
sponds exactly to that of its older rival. No higher compliment 
can be paid to the mem who have brought the technique of this 
business, which has existed for scarcely a decade, up to such a 
high standard than to place their specifications side by side with 
those of the leading steam railroads with their half century of 
experiments and experience. 

There are, however, important differences in the standards 
which indicate a degree’of divergence which is interésting not 
only to the engineer but,to the accountant, investor, and‘all others 
interested directly or indirectly in this class*of investment. In 
the first place, it is evident that the space between tracks on elec- 
tric.railways is not as great as that upon the steam road. The 
former allows only6feet from rail to rail, while the latter demands 
a space of 7 ft. 5 inches. Another striking difference occurs in 
the matter of the provision’made for the draining of the road 
and the support of the roadbed. The gradual slope of six to one 
for a space of three feet six inches immediately contiguous to 
the line of ballast and separating it from the ditch (which is 
known as the “berm.”’). is practically absent in the case of the 
electric line. The latter contents itself in both cases with a 12 
inch berm, constructed upon the slope of 1. in. in 4 ft. and running 
off sharply to a grade of 1% to 1 into, the ditch. Moreover, 
provision on the steam railway for the handling of surface drain- 
age is somewhat more adequate than that which has been made in 
the case of the electric line. This skimping of the right of way 
upon the part of the electric road is a matter which is looked upon 
by many engineers with grave concern. 

*See illustration on next page. 
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When it is considered that the average steam line operates 
with a grade much less than that commonly in vogue upon inter- 
urban roads, the consequence of which is that the action of the 
water running in the ditch is much less severe in the case of the 
former than in the latter, it is evident that unless the standard 
railroad construction is exceedingly liberal it is questionable 
whether a corporation meeting more severe conditions can afford 
to economize space in this manner. The wide berm acts as a 
guarantee against the destruction of the roadbed through the 
erosive action of the water in the ditch at times of freshets. Not 
only is the cost of maintenance higher, because of the fact that 
less room can safely be given to the play of the water, but the 
danger from accidents through the undermining of a section of 
a track is greater in the case of a road built with a narrow berm. 

If we except from our calculations the cost of grading it is 
possible to arrive at a reasonably accurate estimate as to the 
cost of a line constructed upon standards closely approximating 
those indicated above. The following table represents the cost 
per mile of single track of two roads recently completed, one a 
third-rail line, the other a single pole bracket-arm overhead trolley. 


Third Rail Line. Overhead Trolley Line. 
Ties—2640 per mile at 75c. de- Ties—z2640 per mile at 85c. de- 
EE badkicctccatumeeccee $1,980.00 NE ances kenseckeh ene $2,006.40 
Ballast—2200 cu. yds per mile Stone Ballast—2315 tons per 
ee Er eee 1,760.00 mi. at $1.00 delivered ..... 2,315.00 
Rail—7o Ibs. per yd. at $31 per Rail—7o Ibs. per yd. at $31 
ton delivered .............. 3,819.20 per ton delivered ......... 3,819.20 
Joints, spikes & bolts per mile 500.00 Joints, spikes and bolts per 
Labor on track—per mile...... 600.00 GE ca bbaravstercscpleneie 1,000.00 
Farm and highway crossings per Bonds—352 per mile at 75c. 
WE Addvebesndesmenesconees 150.00 WE BOE tc iicwcnetekescanens 264.00 
Wire fence—640 rods at 75c. in Constructing track per mile... 600.00 
SE atvencod ddaeoedgseoveie 467.20 Farm and highway crossings.. 250.00 
Switches, special work, etc..... 300.00 Wire fence, 640 rods at 73c in 
Bonding, per mile ............ 400.00 SE Wek hietcchecdesdcade 467.20 
Third rail, 70 lbs. per yd. at $36 Switches, special work, etc .. 300.00 
per ton, delivered .......... 2,199.60 Poles—s2 per mile at $7.50 
Insulators, spikes & bolts at 62c. GN baa sieackeedesses 390.00 
RE padhsCesuhaus ccavecs 109.12 Brackets—sz2 per mile at $1.50 
Joint plates, bolts and labor lay- WR Bie ackdas  wearviieades 78.00 
St DE cdi waedabeeesbenneee 175.00 Trolley wire—4/o—3382 Ibs 
Power Station—per mile ...... 3,000.00 per mile at 19.80 ......... 669.63 
Power Station Building—per mile 275.00 Feed wire—soo triple braided 
Transmission line—soo pr. triple strand 7oo lbs. per mi. at 
braided strand 7000 Ibs. per DME sc abareiee  wtesednes 1,403.50 
EE OE ORE Hos ce cdcedeee e's 1,403.50 Constructing overhead work— 
Pole brackets and insulators for SG Se “se cebbndoagusectee 600.00 
transmission line—per mile... 450.00 Power Station—per mile .... 3,000.00 
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Sub-station freight & depot Power Station building—per 

BND. cencdnccrcebsccecenens 2,000.00 = MIE 6... 0s ceeeeeescccers 275.00 
Sub-station railway apparatus... 1,000.00 Sub-station, freights & depot 
Telephone line ...........e0-0- 150.00 Renan ack enedout 2,000.00 
Block signal systems .......... 500.00 Telephone line ...........+++ 150.00 
NN abn cchnebes ccditnees 100.00 Block Signal system ........ 500.00 
Switch and platform lighting PUESTEEE . ccccncns ccccseane 100.00 

CO i ksaciateanssavé derse 70.00 Switch and platform lighting 
General Office Building—per mile GE. ods cctduwdsniceseas 70.00 

CEES ik vckccubontencescs 125.00 General Office Building ..... 125.00 
Cars—per mile ........ssecees 5,500.00 Cars per mile .......+-s+0+- 5,500.00 
Accidents, contingencies and in Accidents, contingencies and 

QUNGNNS BT ccc cssesaveceias 1,500.00 insurance 5% ...se.seeees 1,500.00 
Administration, superintendence, Administration, superintend- 

office expenses, engineering, ence, office expenses, en- 

Gig Hs anc cans ccapenondads 1,500.00 gineering, etc,, 5% «.....-- 1,500.00 





$30,033.62 $28,782.93 


It must be understood that these totals of approximately $30,- 
ooo per mile cannot be regarded as fixing absolutely the cost of 
this portion of the construction of the line. It will be noticed that 
in both cases no allowance has been made for anything except 
the most necessary expenses. There is, for example, no allow- 
ance for street paving or other improvments of a similar nature 
which the municipalities through which the line passes are apt 
to demand. The allowance for stations is exceedingly modest 
and would be largely exceeded in many sections. The items of 
cars, switches and special work would also vary considerably. 
Even many of the items which are constant in quantity and 
standardized in price would show considerable variations. The 
allowance for ballast, for example, would have to be considerably 

‘increased if the line were being constructed in a region not pos- 
sessing local stone of satisfactory quality, or where the items of 
freight and cartage are extremely heavy. 

Another variation in the cost of construction arises out of the 
number of stops that must be provided for. Suburban and inter- 
urban roads can be divided into two general classes, those having 
frequent stops and those having very few stops. Both classes of 
service usually parallel one or more steam lines, and must make 
a schedule speed that will compare favorably with that obtained 
on the competing steam road. This high schedule speed 
must also be made with more frequent stops than are given by 
the steam service, and in nearly all cases over a track that has 

many sharp curves. Interurban roads having very infrequent 

stops, say one stop in two or three miles, operating upon private 
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right of way, with a maximum grade of 2.5% or less, and am 
alignment free from curves of less than 3 degrees, can give a 
service equal or superior to any competing steam line, and can, 
furthermore, provide the frequent service which has proved one 


of the most valuable assets of the electric road. Moreover, the 


generating station, feeder system, motor capacity and power con- 
sumption, will not be excessively heavy. The problem of high 
speed electric service, therefore, is comparatively simple, provided 
the alignment is free from sharp curves, and the stops very in- 
frequent, and in a majority of cases such a service can be operated 
at a less cost and will attract more traffic than the competing 
line operating with steam locomotives. 

Suburban lines, however, that pick up their load at frequent 
intervals along the route, and still have to compete with parallel 
steam lines, present problems much more difficult to sotve from 
the economic standpoint. It is the custom of such roads to es- 
tablish stopping points, say one-half mile or less apart, and stop 
at these points only on signal. During certain portions of the 
day, however, cars will be obliged to stop at nearly all these 
stations, and will either fall behind their schedule at such times, 
or will have too much leeway during the remainder of the day, 
when stops are much less frequent. Moreover, owing to the 
delay made necessary by slow speed in the city, these suburban 
roads must make as good time as possible in order to bring the 
passengers from the more distant points to the business centre 
within a reasonable time. In fact, such roads are compelled to 
face very serious engineering and economic problems, due to 
the tremendous amount of generating apparatus, line copper and 
motive power required. 

Considerable light has been thrown upon this question by the 


results of some carefully conducted experiments made upon the 


Buffalo and Lockport line of the International Railway Company 
in March, 1900. The first fact brought out was the very great 
effect of the wind-friction when using trains of one or two 
cars at very high speeds; in fact, at 75 miles per hour maximum 
speed, the operation of single-car trains becomes impracticable 
with 40-ton cars of standard construction. It required an energy 


consumption of 47 watt hours per ton mile for a train of several 


cars, as against 137 watt hours per ton mile for a single car 


9 


sya 


eaieahadeneeinanaareners 


aoe hesitate Peer 


oo 


<3 > ee 
ta eae oeyeinem 


PERG oe 











The Journal of Accountancy. 


operating at 75 miles per hour without stops; that is, a single car 
operation would demand 3.7 times the energy per ton mile that 
would be required for the operation of a train of many similar 
cars. Even a two-car train required 92 watt hours per ton mile, 
or only 67% of the energy required per ton mile for single-car 
operation. As these values are for constant speed running, while 
more or less frquent stops would obtain, a comparison at, say, 
one stop in four miles, would be nearer the results in actual prac- 
tice. Here a single car required 157 watt hours per ton mile, and 
a two car train required 120, and a train of several cars required 
79 watt hours per ton mile. The results would indicate that in a 
class of service calling for very high maximum speed, the ten- 
dency of electric roads will be to follow steam railroad practice, 
and operate trains of several cars, rather than follow the present 
practice of suburban electric roads, and run single cars at more 
frequent intervals. It is always a question for local consideration, 
whether a sufficient additional traffic would be gained by the 
operation of single cars, say on a schedule of one-half hour or 
less, or trains of two or three cars on one hour headway or more, 
the latter requiring 60 or 70% of the power per ton moved, and 
also affecting a considerable saving in train crew expenses. As 
the maximum speed of the service is reduced, the difference in 
energy consumption between single cars and trains of cars is also 
reduced, and at 30 miles per hour a single car will require but 
slightly more energy per ton mile than a train when operated with 
. the frequent stops characteristic of low speed service. 

Another very interesting fact, not generally appreciated, was 
brought out by these experiments. With one stop in 3 miles it 
is possible to make a schedule of 61 miles per hour with maxi- 
mum speed of 75 miles per hour, and a schedule of 28 miles per 
hour with maximum speed of 30 miles per hour. If stops be in- 
creased so that they average one per mile, however, the schedule 
speed possible with a maximum speed of 75 miles per hour, drops 
to 29 miles per hour, while the 30 mile maximum speed permits 
of a schedule speed of 22 miles per hour. Thus, while thirty 
miles per hour is but 44% of the higher maximum speed, it per- 
mits of a schedule of one stop per mile of 76% of that possible 
with 75 miles per hour maximum speed. The fallacy of using 
high speed equipment for frequent stops was also very forcibly 
brought out. With one stop per mile it requires 200 watt hours 
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per ton mile with 75 miles maximum speed equipment, and the 
30 mile maximum speed equipment can obtain 76% of the same 
schedule, with an expenditure of only 28.5% of the energy. The 
two values taken for the maximum speed are the extreme, but 
serve the purpose of bringing out the tremendous price paid for 
high speed with frequent stops. 

The significance of these figures to the investor is very 
marked. The determination of the speed carries with it the de- 
cision of the development which the property can attain. This 
is particularly true of the strictly suburban road. After the 
system has been completed, it is almost impossible to make the 
necessary changes economically, to allow of a higher speed. On 
the other hand, if the installation is made with a view of a very 
high speed, and later a reduction is made in the speed of operation, 
the investor will find that a large percentage of the capital will 
no longer be productive, having been sunk in copper and extra 
generators, which will not be needed for the slower work. The 
first cost of the two car train system upon the standard construc- 
tion, such as has existed in the case under discussion, will be 
about $5500 per mile for the generating station, substations and 
equipment. With the single car train, on the other hand, the 
approximate cost will be about $4400. Combining these with the 
figures already given, while the two car train at one hour head- 
way will cost 244% more to install (for the items mentioned 
only), it will consume but 77.6% of the energy required to op- 
erate a single car. 

It seems fair. to conclude, therefore, that where stops are in- 
frequent, and rapidity of service is the goal to be sought after, 
which is the case on the strictly interurban roads depending upon 
the inter-city travel for its business, the system of two car train 
operation should be given serious consideration. Where the 
traffic receipts will depend largely upon the frequency of travel 
and the proximity of stopping points, as is the case with most 
suburban lines, the single car operation is by far the most economi- 
cal because of the fact that it will develop more than enough extra 
traffic to offset the increased consumption of power and the larger 
labor cost. 
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Types of Street Railway Securities. 
BY 


Eart DEAN Howarp, Pu. D. 


The electric railway, which is at the present time such 
an important factor in the lives of almost every community in 
the country, had its real origin scarcely fifteen years ago. Be- 
ginning with the electrification of the short and insignificant 
horse car lines in the cities, the growth in the industry was little 
short of marvelous. New lines reached out on every hand into 
the thickly populated suburbs, dividing with the steam railroads 
much of the traffic which they had come to regard as indisputably 
their own, and finally not content with thus harassing their older 
rival we find the electric line boldly invading tke field of long dis- 
tance travel and providing a service little, if any, inferior to 
that which its competitors could offer. 

In such a period of chaotic and tumultuous growth it was in- 
evitable that many serious blunders should be made. The early 
conception of a system with a maximum limit of 25o0r5o0miles re- 
sulted in many cases in no provision being made whereby the 
property could be increased to ten times the size it had originally 
assumed in the minds of its promoters. Rapid changes, make- 
shift expedients and most ingenious financial devices, taxing the 
skill of the lawyer and banker, had to be devised and executed in 
order to surmount these obstacles. It is little wonder, therefore, 
that the investor finds, before he is able to place his money in- 
telligently, that he must devote considerable time to a study of 
the peculiarities of the street railway securities themselves. 

According to the report recently issued by the Census Bureau, 
the capital stock constitutes 57% of the total capital liabilities 
of the electric railway companies, and of this, $1,315,572,960, less 
than one-tenth, is preferred. In 1902, only eighty-five companies 
out of nine hundred and fifty-seven had any preferred stock out- 
standing. It is surprising that an industry whose financial 
exigencies have at times been so great, should not have made 
greater use of this means of raising funds, offering, as it does, 
many advantages to the promoter. There is apparently no 
reason why it would not be as desirable to issue preferred stock 
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for electric railways, as for steam railroads or industrial corpora- 
tions. No company has so far issued more than one class of 
preferred stock, and about one-half of the companies issuing pre- 
ferred stock have made the dividends cumulative. The rate of 
dividend on the cumulative stock is almost always 5 or 6 per cent. 
We also find preferred stock whose rights and privileges are nar- 
rowly circumscribed. A good example is furnished by the Ben- 
nington and Hoosick Valley Railway Company, of Hoosick Falls, 
New York, which has an issue of 5% non-cumulative, non-voting 
preferred stock. 

An examination of the financial history of street railroads re- 
veals the fact that most of the preferred stock outstanding 
was issued at the time when the companies were in great financial 
embarrassment. Probably the most usual cause of the issue of 
preferred stock has been the necessity of finding some method 
of disposing of a portion of the funded debt in a reorganization. 
Electric railways found themselves in the same situation that the 
steam railroads had been forced to meet, and if the reorganization 
was to be successful, it was imperative that a portion of the 
funded debt be converted into other securities, the return on which 
need not be met in times of financial stringency. A good illustra- 
tion is furnished by the Albany and Hudson River Power Com- 
pany, which was reorganized in 1903. The plan of reorganiza- 
tion provided for a new issue of $2,000,000 of forty-year gold 
bonds, interest on which was to be 4 per cent. for the first three 
years, and 5 per cent. thereafter, and $2,000,000 of stock, of 
which $1,000,000 was to be 5 per cent. cumulative, from March 1, 
1908. Holders of the old issue of $2,500,000 of bonds, received 60 
per cent. in new bonds, and the remainder in new preferred stock, 
the entire issue of stock being taken up in this manner. The 
bond holders also received a large percentage of the common 
stock as sweetening. 

The issue of preferred stock has also been resorted to in order 
to provide new funds for the company. Many roads having a 
weak demand for their common stock have found themselves con- 
fronted with the alternative of creating an issue of preferred 
stock or of mortgaging the property. The Louisville Railway 
Company, of Louisville, Kentucky, found itself in this position in 
1897, and new capital was secured by converting $500,000, out 
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of a total issue of $4,000,000 of common stock, into 5 per cent 
cumulative preferred stock, the common stock holders making a 
payment of $50 per share, at the time of making the exchange of 
certificates. It should be noted in passing, that this road already 
had an issue of $2,000,000 of preferred stock outstanding. 

Another illustration is furnished by the Springfield Electric 
Railway Company of Springfield, Vermont, which was forced, 
in a period of light traffic, to issue $500,000 of guaranteed 6 per 
cent. notes. When the loan matured, the company was unable to 
take it up, and an arrangement was effected by which the notes 
were given the right to vote, in return for the surrender of the 
right to demand the repayment of the principal, thereby, in effect, 
converting them into 6 per cent. cumulative preferred stock. 

A large number of the companies which have issued preferred 
stock, have made provision for its redemption and cancellation at 
some future time. The Seattle Electric Company, of Seattle, 
Washington, has made provision for the redemption of its issue 
of $3,000,000 of preferred stock, at the Company’s option, the 
fixed price being $120 per share. The preferred stock of the 
United Railways Investment Company, of San Francisco, can 
also be retired at any time, at $110. Another method of retiring 
preferred stock is illustrated by the Wilkesbarre and Hazleton © 
Railroad, which has the right, at any time either to convert its pre- 
ferred stock into bonds of the Company at par, the bond issue 
to bear not less than 5 per cent interest, or to retire the stock 
' at par by a cash payment. 

It is in the bonds of electric railway companies, however, 
that we find the most remarkable deviation from the generally 
accepted standards. Investors have almost universally come to 
desire a long term bond, because of the fact that when an invest- 
ment in such securities is once made, it is unnecessary for a long 
time to incur the trouble and expense incident to reinvesting the 
funds. As a consequence, we find the tendency to be strongly in 
the direction of lengthening the period which a bond issue has 
to run. On the other hand, the electric railways have, as a rule, 
put out short time bonds, the usual life-period being twenty or 
thirty years. Electric railway financiers, moreover, have almost 
universally inserted in the mortgage a provision giving the com- 
pany the right to call the bonds at any interest date at a fixed 
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price. The price named, in the great majority of cases, ranges 
between 105 and I10. Several peculiar arrangements have been. 
devised, some of which are worthy of a passing notice. The Little 
‘Rock Traction and Electric Company put out an issue in 1895 
under a mortgage which provided that the bonds numbered from 
I to 300 were redeemable after ten years at par, but if they were 
called in before the expiration of that time, the company must 
pay 102 forthem. The balance of the issue was to run for twenty 
years. 

There is a variety of provisions as to the length of notice 
which must be given the bond holder of the intention of the 
company to call in all, or part, of the issue. In many cases it is 
provided that the company cannot call a part of the issue, but 
must retire the entire issue at the same time. The length of 
notice given to the bond holders varies from four weeks, in the 
case of the Lima Electric Railway and Light Company, of Ohio, 
to six months, in the case of the Augusta Railway and Electric 
Company, of Augusta, Georgia. The latter mortgage is also 
notable because of the fact that the bonds can only be called in 
at the end of the tenth, twentieth or thirtieth year. The usual 
provision, however, requires sixty days’ notice of the company’s 
intention to exercise its right. 

Another unusual provision is that found in the mortgage of 
the Middleboro, Wareham and Buzzard’s Bay Street Railway 
Company, of Massachusetts, which specifies a sliding scale of 
prices at which the company may call the bonds. All bonds called 
within the first five years, shall be paid for at 110, during the 
next five years at 107 I-2, and thereafter at 105. Another method 
of conversion is illustrated by the Augusta, Winthrop and Gar- 
diner Railway Company, of Augusta, Maine, which gives their 
bondholders the right to convert their securities into preferred 
stock at par. ' 

The electric railways make very extended use of the sinking 
fund, which has fallen into disuse in practically every other in- 
dustry, because it has been found to be more profitable to use the 
profits of the company in other ways and to refund the bonds 
when they mature. It is a well known fact that the average in- 
vestor seriously objects to giving up the income on his stock im 
order that his successors may have the property free of debt, 
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thereby reaping an advantage at his expense. Probably the 
most important factor in bringing about the extended use of the 
sinking fund, is the necessity of providing a method of can- 
celling the indebtedness of the company by the time its franchise 
expires. The sinking fund therefore becomes an absolute neces- 
sity in the states where the charter and franchise rights are for 
a limited time. Since these sections constitute such an important 
part of the electric railways world, it is easy to see how a practice 
thus established would be followed in other regions out of sheer 
force of habit. 

In most instances the sinking fund is of the ordinary stereo- 
typed form, which provides that a certain amount shall be either 
set aside annually for the redemption of the bond issue when it 
becomes due, or else provision is made for calling in or drawing 
by lot certain bonds, which are either canceled or held in the 
treasury until the issue matures. Sometimes it is also provided, 
as in the case of the Indianapolis and Eastern Railway Company, 
that the fund is to be invested in the company’s bonds, so long as 
they can be bought in the open market at not more than 105, with 
interest. Such a provision becomes necesary in case the bonds 
cannot be called. 

Many of the companies organized within the last few years 
have provided for a different kind of sinking fund. The Des 
Moines City Railway Company, of Des Moines, Iowa, for ex- 
ample, must pay on its bond issue of 1901 $10,000 yearly, April 1, 
from 1906 to 1910, $15,000 from 1911 to 1915, and $25,000 from 
1916 to 1920. The Fresno City Railway Company, of Fresno, 
California, has arranged to retire its 20-year bond issue of $150,- 
000, due in 1922, by paying into a sinking fund $3,000 per annum 
during the first two years, $5,000 per annum for the next five 
years, and $10,000 per annum for the next ten years. The sink- 
ing fund did not, in this case, become operative until three years 
after the date of issuing the bonds. 

Another good illustration is furnished by the Pacific Electric 
Railway Company, of Los Angeles, California, which intends to 
retire its $10,000,000 forty-year consolidated mortgage, by invest- 
ing each year a certain amount in its own bonds, so long as they 
can be secured at par, or in other securities if that becomes im- 
possible. During the first five years no payments are made into 
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the sinking fund, but beginning with 1907 an annual payment of 
$5,000 is to be made for five years. Then for the next ten years 
the company agrees to pay $10,000 per annum, $15,000 for the 
next five years, $20,000 for the next five years, and so on every 
five years, the rate of increase remaining the same. 
~~ If it is conceded that a sinking fund is desirable there can be 
no doubt that the variable fund, such as has just been described, 
is the most desirable form from the standpoint of all the parties 
interested in the company’s welfare. The street railway business 
is an industry enjoying constantly increasing returns. The earn- 
ings of the street railway are one of the best criterions of the 
progress of the locality which it serves, and in a country such as 
ours, where the population is rapidly increasing, particularly in 
the suburbs of the large cities, we find the net earnings of the 
street railways constantly increasing. The creation of a variable 
sinking fund of the type illustrated by the Pacific Railway. Com- 
pany has a number of advantages. In the first place, the fact that 
the fund does not become operative until five years have elapsed 
from the date of floating the issue, allows the company to get 
the money invested in the property, and to develop a certain 
amount of traffic before the sinking fund payments are added to 
the interest requirements. The payment during the first five 
years that the fund is in operation is small, thereby not over- 
burdening the company while it is still weak. As the earnings 
increase, the payments also increase so that the large payments of 
the last five or ten years are not nearly so heavy a burden for 
the corporation to carry as a level payment running throughout 
the life of the bond issue would be in the first few years when the 
earnings were small. 

Many of the sinking fund provisions have been drawn in such 
a manner as not to fully protect the interests of the bondholders. 
For example, the $800,000 twenty- five year first mortgage of the 
Saginaw Suburban Railway Company of Saginaw, Michigan, re- 
quires that the company shall pay annually 10% of the net earnings 
into the sinking fund. On its face this arrangement has many ad- 
vantages, but the sad experience ofholders of income bonds of steam 
railroads, whose interest receipts depend upon earnings, should 
deter the investor from placingmuch reliance upon such a provision- 
The opportunities for diminishing net earnings by increasing 
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operating expenses in the form of new construction and better- 
ments, which would be ordinarily provided for by the issue of 
new capital, are so numerous and hard to trace, that the investor 
should look with disfavor on any such provision. 

In many cases electric railroads have followed the practice 
usually adhered to in municipal bond issues of having the bonds 
mature serially. A good illustration of this is furnished by the 
United Gas and Electric Company of New Albany, Indiana, which 
has provided that their $600,000 first mortgage bonds of 1902 
shall mature serially from 1907 to 1935. In accordance with 
modern financial practice, a large percentage of the electric rail- 
ways’ mortgages have made provision for the issue of new se- 
curities from time to time, to provide for the growing needs of 
the company. In almost every case, however, careful provision 
has been made to prevent the overcapitalization of the property. 
The Auburn and Syracuse Electric Railroad Company, of New 
York, in 1902 authorized a bond issue of $2,000,000. Of this, 
however, $950,000 was reserved for future extensions, but could 
only be issued when the net earnings of the company were double 
the interest charges of the amount proposed to be issued. The 
New Hampshire Traction Company holds in its treasury, $500,- 
ooo for future extensions and improvements, which can only be 
issued for an amount not exceeding 75 per cent of the cost of 
the new construction, and only in the event that the net earnings 
of the company for the previous year were one and one-half times 
‘the interest charges. Of the new mortgage of $3,500,000 of the 
Grand Rapids Railway Company of Michigan, $750,000 is re- 
served for permanent additions and improvements, and can only 
be issued for 85 per cent of the cost and only “ when the net 
earnings of the Company for the preceding year are equal to, or 
exceed, double the interest charges on the total amount of bonds 
outstanding, including those to be issued.” 

The company which has gone farthest, however, in making 
provision for the financing of new construction, is the Pough- 
keepsie and Wappingers Falls Electric Railway Company, which 
limited the amount of bonds that could be issued to $25,000 per 
mile of completed trolley road, $10,000 of this being issuable 
when the track is laid and the remaining $15,000 when the elec- 
trical work had been installed. 
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The short term for which electric railway bonds are issued, 
and the general prevalence of the practice of allowing the issuing 
company to call them in at any interest date, at a stipulated price, 
has decided advantages from the standpoint of the company. In 
scarcely any other industry has the policy of combination and 
consolidation been as generally adhered to or carried to such an 
extreme. Beginning with a great multitude of small companies, 
each controlling a few miles of line, there followed a rapid and 
uninterrupted amalgamation, until to- day we have systems ap- 
proximating 500 miles in length. This is very forcibly brought 
out by the census returns, which show that while the length of 
track had increased 225% during the twelve years preceding 1902, 
the number of operating companies had only increased from 706 
to 987, or about 39%. 

This great number of consolidations has had the result of 
greatly complicating the financial structure of the systems, until 
at the present time one of the greatest difficulties presented to 
the investor in judging of the value of a security is in determin- 
ing exactly what lien it has upon the property, and what securi- 
ties there are behind and ahead of the one in question. The 
presence also of such a multitude of securities greatly complicates 
a receivership, in case the road should be so unfortunate as to 
get into financial difficulties. The necessity of dealing with such 
a multitude of interests makes the successful carrying through of 
any reorganization plan much more difficult, and in many cases 
it has been impossible to get the squabbling bondholders to agree 
before the property had been foreclosed, and some of their se- 
curities wiped out. 

The result has been that many of the parent companies have 
taken advantage of the right of the constitutent companies to 
call their bonds and have simplified the financial structure by 
consolidating the smaller companies and then putting out a single 
issue covering the entire property. The advantage of this plan 
has led some companies to make special provision in their mort- 
gages for such a contingency. One of the best examples is fur- 
nished by the Scranton Railway Company of Pennsylvania, itself 
a consolidation of a number of smaller companies, whose $2,500,- 
000 collateral trust mortgage of 1897 contains the provision that 
the bonds may be called at any time, at 105 and interest, on 
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thirty days notice; and furthermore, that the right is reserved to 
call in and exchange the bond at any time before maturity for 
bonds bearing the same rate of interest “ which may be issued by 
a consolidated street railway company, controlling by consolida- 
tion or lease, the street railway lines represented by the securi- 
ties pledged.” 

One of the best instances of the simplification of the financial 
structure of a system is furnished by the International Traction 
Company of Buffalo, which was operating a system composed of 
twelve companies in and around Buffalo. The Traction Com- 
pany in 1902 incorporated the International Railway Company, 
the entire capital stock of which was turned over to the Trac- 
tion Company. The twelve constituent companies were then con- 
solidated into the Railway Company, which became the sole 
operating company. The bonds of the underlying company were 
called, the funds being provided by a collateral trust loan issued 
by the Traction Company, secured by the stock of the Railway 
Company for the purchase of which they were issued. The money 
in the end, however, was used to cancel the capital liabilities of 
the original companies. By this complicated process the twelve 
original companies were supplanted by the Railway Company, 
which was the sole operating company, and by the International 
Traction Company, which was the holding company. 

Another illustration is furnished by the Brooklyn Rapid Tran- 
sit Company, which in 1902 created a $150,000,000 general con- 
solidated and collateral trust mortgage, almost half of which is 
intended to retire all of the existing bonds of the system so soon 
as it is practicable to do so. 

The fact must not be lost sight of, however, that by far the 
larger number of the systems of to-day are made up of a great 
number of leased lines, generally controlled by stock ownership, 
and not by consolidations such as the International Traction Com- 
pany of Buffalo. It is natural that the securities, particularly 
the bonds, of these leased lines, should be given the preference by 
the investor, over those of the parent company, whose principal 
asset, generally, is the stock of the constituent companies, to 
which is added, sometimes, the ownership of an insignificant part 
of the total mileage. In a large percentage of cases, the bonds of 
these companies are very desirable investments. The investor, 
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however, should examine carefully into the importance of the 
particular line to the system. It oftens happens that bondholders 
are forced to accept hard terms in reorganizations, because of the 
fact that the line is not very necessary to the system. In other 
words, the same considerations which must be taken into account 
in determining the value of branch line bonds of steam railroads 
should be applied to similar securities of the street railways. 

Another consideration which the investor must take into ac- 
count in investing in the stock or bonds of underlying companies 
is the character of the lease. This factor is often of greater 
importance in electric than in steam railway securities. In every 
lease a matter of the first importance is the amount of rental which 
the lessor company is to receive; is it fixed or is it subject to cur- 
tailment to meet this or that charge? The absence of well de- 
fined provisions often result disastrously to the stockholder of the 
smaller company. A good example of this is furnished by the 
Thirteenth and Fifteenth Street Railway of Philadelphia, which 
is leased to the Philadelphia Traction Company—part of the 
Rapid Transit Company’s system. For the year 1896 the rental 
under the lease was to be equal to 10% on the stock of the leased 
railway, payable five per cent. semi-annually. The city presented 
a claim for street paving which the lessor had to pay. In conse- 
quence of this, the dividend due in January of that year was not 
paid, and the July dividend was reduced to four per cent. 

One of the most carefully drawn leases that has ever been 
executed is that which gave to the Boston Elevated Railway Com- 
pany the control of the West End Street Railway. The lease binds 
the Boston Elevated to pay 7% per annum on the common and 
8% on the preferred stock directly to the stockholders without any 
reduction, the lease stating that these dividends are to be “ net ” 
amounts. The lease further explicitly provides that the Elevated 
Company shall pay all damages to persons or property; all sums 
due for taxes, federal, state or municipal, upon the lessor’s prop- 
erty, franchise or capital stock, and all sums “by law required 
to be deducted from any amounts payable upon the lessor’s stock.” 
The lease, on the other hand, stipulates that all saving from the 
refunding of the West End Company’s bonds, shall accrue to the 
lessee, the Boston Elevated Company. The lessee also assumes 
definitely the interest on the bonds of the West End Company 
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and on the existing indebtedness of any street railway that the 
West End Company is under obligations to pay. It also assumes 
all liabilities under the contract with the city of Boston touching 
the subway. 

The provisions in the lease regarding the right of the lessee to 
issue stock or bonds of the West End Company for improvements, 
particularly deserve our attention. The West End Company is 
required to issue its stock or bonds from time to time at the re- 
quest of the lessee, in order to meet the cost of improvements and 
additions to the leasehold estate. In every case the West End 
Company must be informed of the purposes for which it is pro- 
posed to issue the securities, and if fault is found therewith, and 
its consent to the issue is withheld, a board of arbitrators must 
pass upon the matter. If the arbitrators, by a majority opinion, 
do not approve the same, the lessee cannot insist upon the issue 
being made. One arbitrator is to be chosen by each of the parties 
to the lease, and the third by the two so chosen, or by the State 
Board of Railroad Commissioners, or by the Chief Justice of 
the Supreme Court. 

The Elevated Company has the right to decide whether the 

issue shall be of stock or of bonds, and to fix the rate of interest 
which the bonds shall bear, but it is provided that, “no bonds 
shall be issued in excess of the outstanding capital stock ” of the 
West End Company. 
_ The expenditures which the lessee can capitalize for account 
of the West End Company are not left to the discretion of any- 
one, but are specifically limited to the following “ permanent ad- 
ditions, alterations and improvements.” 


(1) The abolition of grade crossings. 

(2) Additional rolling stock and equipment. 

(3) Additional track mileage and its equipment. 

(4) Additional real estate. 

(5) Additional stations, power and car houses. 

(6) Additional buildings, bridges and other structures. 

(7) Renewals of or substitutions for stations, bridges, build- 
ings, and other structures, track and equipment, power houses 
and equipment, car houses and equipment, “so far as the cost 
of such renewals and substitutions exceeds the cost, when new, of 
the things received or the things replaced.” 
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Another feature of the lease to which proper attention is 
seldom given, is found in the provisions as to the preservation 
of the property in its entirety, and also in good physical condition. 
When the lessee becomes embarrassed, it generally, long before 
the receivership stage arrives, neglects the maintenance of its 
leased lines. As a result, the security holders of the leased lines 
again and again have their security impaired and no device left 
to them in reorganization, save to submit to a reduction of their 
interest. 

In the lease under discussion, the Elevated Company covenants 
to keep the property in as good order and condition as at the in- 
ception of the lease. To see that this is done the West End Com- 
pany is to be permitted to have the property inspected annually 
by its board of directors at the expense of the elevated road. If 
the directors discover an unsatisfactory state of things, they have 
only to give notice of the fact to the lessee in writing, and if the 
notice remains unheeded for six months, the West End Company 
has the right (under the terms of the article respecting non- 
fulfillment of contracts), to take possession of its road as though 
default in the payment of rental had occurred. In the face of 
such provisions the West End Company, it seems, will be itself 
to blame if its road is allowed seriously to deteriorate. 

Another very important section provides “that the lessee 
shall not directly or indirectly locate or construct, or through any 
agency or device promote or aid in the location or construction 
of any surface street railway, paralleling or in any way competing 
with any surface street railway, or any portion thereof, demised 
to, or directly or indirectly operated by the lessee by virtue of 
this lease.” The lease also provides that no part of the leased 
lines shall cease to be operated, except with the consent of the 
West End Company, and that in case any part shall be dis- 
continued by compulsion of law, the same shall, within a reason- 
able time, be made good to the lessor in money, or by another road 
of equal value, constructed at the expense of the Elevated Com- 
pany. And finally, it is provided that, at the expiration of the 
lease, “the continuity of the road whenever returned to the 
lessor, and the connection between its several parts, shall be as 
well fitted for independent use and operation” as at the incep- 
tion of the lease. 
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It is hardly necessary to remark that the investor in a prop- 
erty protected by a lease of this character, runs very little risk of 
being made the victim of any chicanery or sharp practice by the 
holding company. It will be found that almost every contingency 
is provided for in this lease, and it is a model with which other 
leases may be compared. 

In buying the securities of a leased line, the two important 
factors to be considered are the nature of the lease and the finan- 
cial condition of the lessee. The fact must not be lost sight of 
that the ability to meet the rental does not depend primarily upon 
the profitableness of the line itself but upon the earning power of 
the parent company. The examination, therefore, which the in- 
vestor must make, will, of necessity, be much more far reaching. 
Unless the leased line is profitable in itself, the controlling com- 
pany will repudiate the lease, if that is possible, and then again, 
no matter how profitable the lease may be, the ability of the hold- 
ing company to pay the rental depends upon the prosperity of the 
system as a whole, and not upon the earning power of any par- 
ticular part. 

The great number of consolidations which have been formed 
through leases secured by the ownership of a majority of the 
stock of the underlying companies, has led to the extensive use 
of the collateral trust bond. The investor should use great 
care in selecting a security of this kind. In a large number of 
cases it will be found that the collateral, against which the mort- 
gage is issued consists of the stock of the companies which go to 
make up the system. The investor, therefore, is buying a claim 
which is inferior to all the bonds issued upon each of the leased 
lines. He is the residuary legatee. 

It is difficult to estimate intelligently the investment position 
of electric railway securities at the present time. Many roads 
have been heavily over-capitalized by unscrupulous promoters, 
who have unloaded upon a public carried away with false hopes 
of the extent to which traffic would be developed, and the small 
cost of operation, with the new form of power. Again, many of 
the companies have met disasters because of honest mistakes, 
which have been made in the period, when the industry was yet 
in an experimental stage, and when the extent of depreciation was 
as yet unknown. It is impossible to determine what percentage 
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of the non-dividend-paying properties owe their ill fortune to: 
these two causes. 

The census returns show that in 1902, 49.8% of the total 
capital stock were receiving dividends, the average rate being 
5.1%., 67.7% of the preferred stock, and 47.9% of the common 
stock, being included in this class. One of the most significant 
facts brought out by the Census investigation was that but 12 per 
cent. of the stock of the “ fast, long” interurban lines, and 36.9 
per cent. of the total stock of the other interurban lines were is- 
suing a dividend. 

The statistics prepared by the Interstate Commerce Commis- 
sion show that, in 1902, only 51.2% of the total steam 
railway capital was receiving a dividend,—the average rate on 
dividend bearing stock being 5.2%. When we compare 
these figures with those just given for the electric lines, we are 
struck by the marked similarity of results in the two cases. The 
fact must not be lost sight of that we are taking the banner year 
for the steam railroads in which conditions were better than 
they had ever been before or since, and then remember that we are 
contrasting this high standard of a decided upward swing with 
the steady but stable earnings of an industry in which wide fluc- 
tuations of traffic and earnings are unknown. If it had been pos- 
sible to make a comparison on the basis of 1894, it is safe to say 
that the advantage of the electric railway over its rival would 
have been startling. 

The future of electric securities as investments is very prom- 
ising. When we consider the exceedingly small returns on steam 
railway bonds due to the exceptional conservatism of investors, 
we are forced to the conclusion that the average man must find 
some other field in which to put his money. There is no industry 
in which the cost of operation is so rapidly decreasing with its 
consequent increase in net earnings. The President of the Penn- 
sylvania Railroad, in the annual report of his company for 1899, 
declared, on the other hand, that “ there is a limit, and it cannot 
be far off, to the possible lessening of the cost of movement ” 
upon the steam roads. The conclusion to be drawn is so obvious 
that nothing further need be said, except to call attention to the 
fact that the electric roads have a source of traffic, the extent and’ 
value of which is as yet but little understood. The possibilities. 
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which lie in the development of a light-freight business, cannot 
be entirely disregarded by the investor who desires to combine 
with the certainty of securing a regular income, the enhancement 
of the market value of his investment. 

The disadvantages which result to the short-term for which 
electric bonds are run, are to a large degree, offset by the higher 
rate of interest which they yield as compared with other securi- 
ties. We must not lose sight of the fact that a number of the 
later large consolidations show a disposition to break away from 
the prevailing practise and lengthen the term of the bond. 

The speculative possibilities presented by the stock of many 
of the better grade roads deserve mention. As the sinking funds 
retire the bonded indebtedness on these properties, the value of 
the stock must, of necessity, increase, and this is especially true, 
because of the fact that the street railroad industry is a business 
enjoying constantly increasing returns, the benefits of which must 
sooner or later accrue to the stockholders. 














Passenger Receipts vs. Passenger Revenue. 


By J. S. M. Gooptoe, C. P. A. 


Statements of earnings and expenses of traction lines usually 
show as the first item, “ Passenger Revenue.” Such passenger 
revenue is, as a general rule, composed of the cash fares and 
receipts from sale of single and round trip tickets. The propor- 
tion of revenue from ticket sales is almost invariably stated with- 
out making any provision for package tickets sold and not yet 
used, or for unused return portion on round trip tickets. For 
the purpose of accurately determining passenger revenue per car 
mile, per paid passenger, and the percentage of operating ex- 
penses and taxes to gross earnings, the amount of ticket sales in- 
cluded in passenger revenue should include only such tickets as 
have been collected. 

Tickets sold and not taken up or redeemed should be stated on 
the general balance sheet as a liability. It is mot necessary to 
make such computation as may state this liability each day, but 
in preparing monthly balance sheets the liability for outstanding 
tickets should invariably be taken into consideration. This fact 
may be best illustrated by stating the conditions actually existing 
on a traction line which came under the observation of the writer 
within the past year. 

During the month of August round trip ticket sales were 
very heavy, due to county fairs for which special rates were 
made on round trip tickets with a return limit of fifteen days. 
The total round trip ticket sales may be stated approximately $40,- 
000, of which about $4,000 worth of tickets were used both 
going and returning during August. Of the remainder, $36,000, 
the going coupon was used in August and the return coupon used 
in September. In addition to these tickets, the value of return 
coupons sold prior to August Ist but taken up in the month of 
August was about $3,000, while the cash fares amounted to say 
$5,000. During the month of September the round trip ticket 
sales were $10,000, of which both the going and returning cou- 
pons amounting to $4,000 were used during September, and of 
the remaining $3,000, the going coupon was used in September 
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and the return coupon in the succeeding month. The cash fares 
were $4,000. The statement of passenger revenue as made up by 
the company on the basis of cash fares and ticket sales as com- 
pared with the operating expenses and taxes for the two months 
of August and September showed the following results: 


August. September. 








Mc. 4s os csies cuvembeabiaubad $40,000 $10,000 
SE EE eb binsiny ue ocbaebwhs owes 5,000 4,000 
Total passenger receipts .............. 45,000 14,000 
Operating expenses and taxes ........ 15,000 15,000 
Net earnings ....... JS eceeeseseescones 30,000 *1,000 
Percentage of operating expenses and 

CD eI 6a cv bcc cacekdsces. 33 1-3% 107.14% 


In order to handle the business approximately the same num- 
ber of cars were run each month, there being a very small varia- 
tion in the car mileage, but a comparison of the gross revenues 
per car mile showed a very wide variation. When the account 
was adjusted to the basis of the actual earnings the results were 
stated as follows: 


; August. September. 
Tickets sold prior to current month but 








collected during this month........ 3,000 18,000 
Tickets sold and collected during cur- 

SG EE cos v0040s'asdaamade heen 22,000 7,000 
ST Dh cwaadWhialedicyeneveeadbes 5,000 4,000 
Total passenger revenue ............ $30,000 $29,000 
Operating expenses and taxes ....... 15,000 15,000 
8 os an kenun tacbanieeaethase 15,000 14,000 
Percentage of operating expenses and 

taxes to gross earnings .............. 50%. 51.72% 


Considering the fact that the outstanding tickets at September 
30 are taken at the same amount as at August 1, $3,000, the net 
results for the two months will not be changed but the question 
arises whether or not it is not better to correctly state the actual 
results for each month, or such other fiscal period as may be cus- 
tomary, than to show a fictitious loss during the month of Sep- 
tember and an abnormal ratio of expenses to earnings, and an 
enormous discrepancy between the revenue per car mile in the 
two months which can only be caused by improperly crediting the 


* Deficit. 
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earnings of one month in the month in which the cash was re- 
ceived. The incident as.quoted above may seem exaggerated, but 
it has been the experience of the writer that probably 90 per cent 
of the traction lines now in operation pay no attention to any 


liability for outstanding tickets, nor do they make any distinc- 
tion as between passenger receipts and passenger revenue. The 
proper basis of passenger revenuc should unquestionably be the 
car, train or trip earnings, and the total of such trip earnings 
should be reconciled each month with the total passenger receipts 
by relative statement of outstanding tickets at the first and end of 
each month. It may be claimed by some traction lines that the 
amount received for transportation to be furnished is not a lia- 
bility in that there is no provision for refund of unused portions 
of such tickets. This may be true, but on the other hand the lia- 
bility exists—if not through the redemption of tickets—by reason 
of the expense which must be incurred in operation of the line 
for the purpose of furnishing transportation to the holders of 
such tickets. 

The steam railroads have very much the same condition to 
face, but the relative number of round tickets, as com- 
pared to the total volume of business is much smaller, although 
the same conditions exist and the same liability should be provided 
for. 

Every ticket sold creates a liability on the part of the company, 
which liability is not discharged until the passenger receives trans- 
portation in exchange for such tickets, or the ticket be redeemed 
for cash. 

















Ausedinania of the Cost of Anthracite Coal 
Between Domestic and Steam Sizes. 


A SYMPOSIUM, EDITED BY E. S. MEADE, PH.D. 


The following letter was recently sent by the editors of THE 
JouRNAL oF ACCOUNTANCY to a number of public accountants : 

On March 25th the anthracite operators gave out a state- 
ment defending their position im refusing to grant the demands of 
the mine workers for increased wages, on the ground that the con- 
cessions asked for would add $1.20 to the price of prepared sizes 
of anthracite coal. In the course of this statement we find the 
following : 

“ By careful calculation from the pay rolls of the operating 
companies the effect of these three increases is to add an average 
of 21.64 per cent to the actual labor cost per ton of coal. This is 
equal, at the present labor cost of $1.55 to an increase of 33.68 
cents per ton on all sizes of coal which are mined. 

“Tt must be understood, however, that the so-called ‘steam 
sizes’ of anthracite—which are a by-product of the industry— 
come into direct competition with bituminous coal, and must, 
therefore, be sold for a price regulated by soft coal. The result is 
that all the added labor cost of the entire industry must be borne 
by the ‘ domestic sizes,’ which comprise 65 per cent of the entire 
output. 

“ This is exactly the same principle that holds good in other 
manufacturing industries, as, for instance, in the grain or milling 
business. Wheat at present costs about eighty-eight cents per 
bushel. After this wheat is milled 31 per cent of the product 
sells for a price of 41 per cent less than the actu7l cost of the 
wheat before milling, and the cost of the flour, or main product, 
has to be increased accordingly to make up for this loss. It is the 
same way with anthracite coal. 

“ This placing the burden on the domestic sizes—a fact against 
which there can be no appeal—brings it about that the labor cost 
of each ton of coal sold to the ‘domestic consumer’ would be 
raised under the new demands by 51.8 cents a ton.” 

Will you kindly give your opinion, as an accountant, as 
to the soundness of this reasoning. If it is proper, where two 
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commodities are produced in connection with each other—one as 
a primary product and the other a by-product, to charge the entire 
cost of producing both upon the primary product, or should the 
by-product carry a certain amount of this cost? 

A number of replies have been received and these present a 
considerable diversity of opinion. Mr. C. N. Vollum of Phila- 
delphia writes as follows: “A primary product is one for 
the production of which a business was organized; and 
by-products are certain remainders or residuals, that are 
the result of the manufacture of the primary product. It is 
the universal custom, and in my view a correct one, to 
credit the manufacturing cost of the primary product with 
the net proceeds obtained from the sale of a by-product, and in 
that way we get at the cost of a primary product, the price of a 
by-product or residual thus being used to reduce the cost of the 
primary product. The result of the operation, whether profit or 
loss, is determined through the primary product. In this view of 
the question, the increase in cost of labor, etc., must be borne sole- 
ly by the primary product.” 

Mr. Allen R. Smart, of Illinois, also gives his unqualified ap- 
proval to the position assumed by the anthracite operators. Mr. 
Smart remarks: ‘“ The anthracite operators are, in my opinion, 
quite correct in their statement regarding the cost of anthracite 
as quoted in your letter. In other words, I would, if asked to 
arrive at the actual cost of domestic sizes of anthracite, take the 
total cost of mining and deduct therefrom the net proceeds of the 
steam coal; the balance would represent the cost of producing the 
coal of domestic sizes, which divided by the number of tons would 
give the average cost per ton. It would not be right to appor- 
tion the cost on a basis of mine tonnage, when such a large pro- 
portion of the tonnage has to be sold in competition with other 
coals, comparatively easy to mine.” 

Mr. Francis A. Wright, of Missouri, holds to the same optnion. 
He writes: “Where two commodities are produced, one a pri- 
mary, and the other a by-product, it is not proper to charge the 
entire cost of producing both to the primary product. The usual 
rule, as I understand it, in cases where more than one product is 
produced, is that if one of these, known as a by-product, cannot 
be disposed of so as to realize its cost, then the difference between 
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the cost and the amount realized from the by-product must be con- 
sidered as a part of the cost of the primary product. The state- 
ment made by the anthracite operators does not give all the facts, 
but I assume that a proportion of the cost of production has been 
charged to the by-product. If this is the case, and no higher price 
can be obtained for the by-product, then the proposed increase © 
would simply add to the excess which would have to be charged 
to the primary product, and therefore the whole of this additional 
cost would have to be charged to the primary product. My judg- 
ment, therefore, as an accountant is that if the premises given 
by the operators are correct, their reasoning is sound.” 

Mr. Max Teichman, of Maryland, while approving the opera- 
tors’ thesis, holds that the case is exceptional and as a general 
rule that the cost of producing two products should be appor- 
tioned between them. In the present instance, however, he re- 
marks: “ If the by-product is to be considered an offal, or waste, 
of the primary product, the entire first cost should be carried by 
the primary product and the extra cost to make that by-product 
marketable should be borne by the latter. There is still another 
exception, as in the case cited by you. If the so-called “ steam 
sizes” of anthracite have to be sold in direct competition with 
bituminous coal, for a price regulated by soft coal, it seems logical 
that the entire additional cost of labor must be borne by the “ do- 
mestic ’ sizes.” 

Mr. Seymour Walton, of Illinois, takes the position that while 
the proceeds of the sale of by-products are not a reduction in the 
cost of production, if the by-products increase in price it may be 
proper for the company to devote a portion of the increased profit 
to reducing the price of their primary product and enlarging the 
scope of their business. Mr. Walton’s opinion is as follows: “A 
manufacturing business is usually undertaken for the purpose of 
producing certain products. The cost of each product is deter- 
mined by the amount of the material and labor that enters into 
it, due allowance being made for the indirect expense necessary 
to the manufacture but not to the selling of the article. Any in- 
crease of direct cost, such as a rise in the price of material or in 
the wages paid will add to the cost. If a company finds that some 
result of its processes, hitherto considered a waste or a source of 
expense, can be made to produce a profit by being sold in its raw 
state or by being further treated and sold, it is said to have ce- 
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state or by being further treated and sold, it is said to have de- 
veloped a by-product. The profit thus realized is in no sense a 
reduction of the cost of manufacturing the primary products of 
the factory or business, since the material and labor that enter into 
such primary products remain the same as they have always been. 

“The development of the by-product, while it does not seem 
to affect the cost of the primary product, may affect its selling 
price. If the development of the by-product requires no addi- 
tional capital, or if the profits received from it are to a consider- 
able extent greater than the normal profits previously made on the 
capital of the company, the extra profit thus realized may be used 
either as an additional benefit to the stockholders or by reducing 
the selling price of the primary products. Because it now obtains 
a profit not previously enjoyed, the company may be satisfied with 
a smaller margin of profit on its primary products, and thus stimu- 
late their sale and the further development of the main business 
of the company. 

“In an ordinary business the by-products are usuatiy of an en- 
tirely different character from the primary ones. In the coal gas 
business, for instance, the by-product of tar is used to make aniline 
dyes and alkaloids which are entirely different from the gis and 
coke for whose production the companies were originally incor- 
porated. In the anthracite coal business the steam sizes are called 
a by-product, although of the same nature as the sizes which are 
considered primary products. This seems to be a case of misno- 
mer, since the application of the name could be justified only in 
case these sizes had previously been considered a waste or a 
source of expense. If this point is waived and the classification is 
accepted, it would seem that no change in the cost of the primary 
product should affect the by-product, but if it can be shown that 
an increase in the profit of the by-product has resulted from an in- 
crease in the selling price of its bituminous rival or its own selling 
price, either on account of a strike by the soft coal miners or 
on account of an increased demand by reason of the substitution, 
where possible on the part of the consumer, of the smaller for the 
larger sizes, the company might legitimately be asked to devote at 
least a portion of this profit to the reduction of the margin of 
profit on its primary output. 

“ The conclusion would seem to be that, while the by-product 
may not be required to share in the increased cost of the primary, 
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it may be asked to contribute part of its increased profits, if such 
result, to the reduction of the general expense of the whole 
business, thus enabling it to sell its primary products at a smaller 
margin of profit.” 

Mr. Edward E. Gore, of Illinois, while approving the theory 
of the anthracite operators, denies the facts upon which they have 
based their argument. He claims that both the prepared and 
steam sizes are subject to competition, and that it is therefore un- 
fair to make the distinction which is under examination. Upon 
this point Mr. Gore remarks: “The proposition as outlined in your 
letter seems, however, to be more or less one sided. Competition 
in steam coal is recognized, while competition in coal for domestic 
purposes is ignored. In the West soft coal is largely used for do- 
mestic purposes and directly competes with hard coal for such 
uses, thus making it difficult for a Westerner to eliminate from 
the proposition the possibility of competition being encouraged in 
this department of the business by a rise in price. Under natural 
conditions the price of hard coal for domestic purposes should be 
as much higher per ton than soft coal as its more lasting quality 
and its greater cleanliness will warrant, and when this price is 
exceeded the use of soft coal for domestic purposes should in- 
crease. In other words, the law of competition which seems to 
be feared and respected in the case of coal used for steam pur- 
poses, should be as fearful and respectable in the case of coal used 
for domestic purposes.” 

Mr. John A. Cooper, of Illinois, is even more pronounced in 
his opinion that steam sizes of anthracite coal cannot be considered 
as a by-product, and therefore the ordinary rules for the deter- 
mination of by-product cost cannot be applied to this material. 
He also maintains that trade conditions should not be allowed to 
determine the apportionment of cost. Mr. Cooper’s argument is 
as follows: “ Anthracite coal (of whatever size) cannot be termed 
a by-product. It is not a secondary or residual effect like bran or 
huskings of a mill, or tar and ammonia from a gas retort. Ina 
tannery the shavings which under hydraulic pressure are made 
into soles and heels, the fleshings that are sold to the glue factory, 
and the hair which is sent to Philadelphia and comes back to the 
western market as “ All Wool Brussels Carpet ”—are all by-prod- 
ucts. The residual of a furniture factory is kindling and of a 
newspaper the spoiled print and returned newspapers. The cor- 
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rect treatment of revenue in such cases is to credit the amount to 
the expense of producing the prime product, so as to accurately 
determine the cost. The miner cannot be a party to nor shoald 
he be mulcted by the effect of classification or screening results. 
Whether the trucks are sent up loaded with domestic, pea, screen- 
ings or slack is beyond his control altogether. The resu'ts of the 
screening, yard labor and loading are all under administrative 
control, and the tools and implements belong to the operator. 
The exigencies of trade have no relation to the productive ex- 
pense. I am not informed as to the market price of hard coal 
screenings in the East, but it is a safe deduction that even if it 
is as low as $2.50 or $3.00 there is a good margin of profit for the 
mine, even after the addition of a reasonable freight bill. Please 
note the emphasis on reasonable. Hence the entire cost of pro- 
duction should be spread over the whole output of a mine. If 
there is actually a loss in marketing, it is a trade condition, similar 
to that of any article which is a drug on the market; such, for 
instance, as the common iron bedsteads, or cast steel plow shares. 
In these cases, as in many others, the difference between the ac- 
tual cost and realized value is covered in the cost of the balance 
of the product.” 

The Colorado Society of Public Accountants, at their last 
quarterly meeting, discussed the proposition and arrived at a 
negative conclusion, taking the ground that the increased cost 
should be apportioned between the two sizes. Mr. Albert A. 
Miller, as Corresponding Secretary of the Society, sends the fol- 
lowing : “Taking your question without relation to the illustrations 
given, it was the consensus of opinion that a by-product should 
bear the burden of cost of production in proportion to its market 
value as a raw material, the above statement being made on the 
basis that the by-product is a waste product that can be utilized, 
which fact gives it a commercial value. There was considerable 
discussion as to the use of the word by-product in the illustration 
respecting anthracite coal. There are several members of the 
Society who are thoroughly familiar with coal mining, and it 
was the opinion that the “ steam sizes” could not be justly termed 
a by-product, but a specific grade of the original product pro- 
duced. In the case of the production of “slack” in the mining 
of coal, in some instances it is absolute waste, therefore the 
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burden of the cost of its production must necessarily fall upon 
the remainder mined, that has commercial value. But, on the 
other hand, if the “ slack,” or, if you choose, the “ steam sizes,” 
have a commercial value, the burden of cost should be pro rated 
in: proportion to the commercial value. 

Mr. Frank C. DuBois, of New Jersey, takes the same position 
that steam sizes of anthracite coal cannot be considered as by- 
products. His letter is as follows: “To my mind it is a misnomer 
to call steam sizes of coal a ‘ by-product’; strictly speaking, 
“steam sizes’ are not a by-product, but such are a cheaper grade 
only ; why does not enter into the present question. The relation 
of or competition between anthracite steam sizes and bituminous 
does not affect the cost, but it does seem to affect the selling price 
of the former ; thus a decreased profit is thereby derived from the 
sale of anthracite steam sizes. By “the burden” I assume you 
mean the entire cost of mining steam sizes. My hypothesis being 
correct, I think the reasoning as set forth in your letter is not 
sound. The by-product (so-called), being a merchantable arti- 
cle, should undoubtedly bear a portion of the cost of manufacture, 
or what would amount to the same thing, the primary product 
should have the benefit of the revenue derived from the “by- 
product.” If steam sizes were waste and produced no return then 
domestic sizes should bear the entire cost or burden, otherwise 
not; to my mind it would be just as reasonable to charge the 
freight on steam sizes to domestic sizes as well as the mining or 
other costs.” 

Mr. Herbert M. Temple, of Minnesota, goes further than any 
one of the accountants who have expressed their opinion upon 
this question, in opposition to the soundness of the coal opera- 
tors’ reasoning. Mr. Temple discusses in detail the wheat illus- 
tration used by the anthracite operators as follows: “ I am pleased 
to comply with your request for my opinion as to the soundness of 
the reasoning of the coal operator who contends that the in- 
creased cost of production of coal should be added to the primary 
product, instead of apportioning it between primary and by- 
product. I note with amusement the thought expressed in your 
letter relative to the milling of wheat; this is a proposition with 
which I am more familiar possibly than with the coal operation, 
ours being a wheat country. A miller in ascertaining his basis 
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cost of flour per bushel figures as indicated in your suggestion, 
but from this total or basic cost deducts the value of the offal, less 
a reasonable per cent of profit for handling it, and in this manner 
arrives at the actual cost per bushel of his flour. At no time 
during the operation of milling does the miller consider the offal 
or by-product as clear “ velvet.” This may be a fair comparison, 
but the coal operator does not carry it to the basis of facts in the 
case, omitting that portion of the miller’s calculation where he 
deducts the then market value less a twenty per cent profit on 
the value of the offal. 

“T would submit another hypothesis, which strikes me as 
being more in the line of disclosing the coal operators’ argument. 
For the purpose of this hypothesis, let us assume that the main 
earnings of a railroad are from its freight operations and its pas- 
senger operations. It is an established fact that the rate per mile 
for carrying a passenger is established by state law. Let us 
assume that the expense of maintaining way and structures of 
this railroad is to be divided between passenger operations and 
freight operations. Let us further assume that an increased ex- 
pense is to be sustained in maintaining way and structures. Un- 
der the hypothesis of the coal operator, the increase in cost of 
maintaining way and structures should be added to freight operat- 
ing expense, for the reason that there is a limitation of revenue, 
since the passenger income is regulated by state law. Unless 
this be so, the conclusion reached by the coal operator is 
arbitrary and without proper foundation. It is my conclusion 
that the increased expense of mining should be divided equitably 
to the primary and by-product rather than localizing it to the 
primary product.” 

The main divergence in these opinions seems to be as to the 
soundness of the premises from which the operators’ reasoning 
proceeds. If it be admitted that the object of undertaking the 
mining of anthracite coal is to produce the prepared sizes and 
' that the sizes below pea coal have no sale in competition with 
bituminous coal and would be thrown on the dump, then the 
proposition cannot be disputed that the proceeds of the sale of 
these steam sizes should be treated as a credit to the cost of pro- 
ducing the prepared sizes, which bears in the first instance the 
entire cost of producing the coal raised from the mine. If now, 
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under the hypothesis, the labor cost of mining the entire tonnage 
of anthracite coal is increased 55 cents per ton, and if the opera- 
tors are unable on account of competition of bituminous coal to 
obtain a higher price for the steam sizes, it follows that the 
amount of the credit to the cost of producing the prepared sizes 
will not be increased, and since this account is debited with the 
entire increase in labor cost, the operators’ conclusion must be ad- 
mitted to be sound—viz., that the increased labor cost to which 
they refer must be added to the cost of producing a portion of 
the output of their mines.” 

There is much force, however, in the contention which has been 
advanced by one of our correspondents that the separation be- 
tween the prepared and steam sizes is not entirely logical. As 
Mr. Gore remarked, throughout the West bituminous coal com- 
petes with prepared sizes of anthracite coal, and even in the east- 
ern market the so-called steam sizes are actively competing with 
the prepared sizes, especially in apartment houses and office build- 
ings. A further qualification must be made to the reasoning of 
the operators, that a part of the increased cost of labor which di- 
rectly relates to the screening of the coal should be apportioned 
between the domestic and steam sizes, since this is incurred in 
order to place the steam sizes upon the market. As a general 
accounting proposition, however, and accepting the operators’ 
premises as sound, we agree with the majority of our corre- 
spondents that an increase of wages in the anthracite region 
must be added to the cost of producing the domestic sizes of 
anthracite coal. 




















Receiverships. 


By GreorGe ALEXANDER Touc#, C. A. 


Receiverships form an important branch of accountancy in Eng- 
land, where receivers are appointed in one of two ways: either (a) 
by the court pendente lite, or by way of equitable execution, or 
(b) in writing by a mortgagee. 

A receiver appointed by the court is an officer of the court. The 
object of his appointment is to secure the preservation of property 
by bringing it under the guardianship of the court. Such property 
may need protection from a variety of causes. It is not necessary 
that it should be in immediate jeopardy: the danger may be pros- 
pective and possible, as well as actual. The property may be the 
subject of conflicting claims, and the court may think it unreason- 
ble that it should be received or collected by any one of the parties 
pending the determination of their respective rights. It may be in 
the hands of those whose interests, althougi¥ immediate, are only 
partial ; or it may belong to those who are incompetent to deal with 
it. The discretionary jurisdiction of the courts in the appoint- 
ment of receivers is of the widest kind. Without the safeguard so 
afforded, the issue of litigation, or the adjustment of rights, might 
be largely nullified by the deterioration, loss, or dissipation of the 
subject matter in dispute. Receivership appointments by the court 
are'almost co-extensive with the range of cases where there may be 
danger to assets. They may include receivers for debentureholders 
or debenture stockholders ; for mortgagees; and for the protection 
of general creditors. Receivers may also be appointed pending lit- 
igation as to Probate; for the displacement of executors and trus- 
tees on good cause being shewn; and for the protection of the es- 
tates of infants or lunatics. They are sometimes entrusted with the 
charge of assets or affairs in cases between vendors and purchas- 
ers; tenants in common; life tenants and remaindermen; 1n ac- 
tions for specific performance of covenants; and in partnership 
disputes. To this list might be added cases where the directors 
of a company are in open disagreement, but such instances, as 
grounds for appointments, are rare. 

The properties of which a receiver may be appointed include the 
rents and profits of real estate, and all personal estate which may be 
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taken in execution at law, even although it may not be in any of 
his majesty’s dominions. Receivership appointments in writing 
by a mortgagee are limited to cases where a mortgagee has a right 
to enter. The conveyancing act of 1881 entitles such mortgagee to 
appoint a receiver of the mortgaged property, unless the right is 
expressly negatived. The companies clauses act of 1863, which 
authorised the creation of debenture stock by companies such as 
railway companies, and other companies incorporated by act of 
Parliament, provided (Clause 25.) that in case of default in pay- 
ment of interest a receiver (or in Scotland a judicial factor) could 
be appointed, and prescribed how that should be effected, and the 
duties of the receiver. Trust deeds securing the debentures and de- 
benture stocks of joint stock companies now almost invaribly con- 
tain equivalent provisions. 

In actual experience, and especially in cases where the safe- 
guarding or preservation of assets is concerned, it is often found 
that these are so involved or so much used in the conduct of some 
important undertaking or enterprise that the mere appointment of 
a receiver of such assets (however excellent theoretically) would 
be ineffectual, and perhaps paralysing and destructive. In real life 
the needs of the situation demand the exercise of powers largely 
exceeding those of a mere receiver. The preservation of assets in- 
volves carrying on the business, and the consequent sale of assets 
existing when the receiver is appointed, their replacement by other 
assets, and their sale and replacement again and again, so that the 
often valuable asset of goodwill attaching to a going concern may 
not be destroyed. It thus happens that the receiver is not infre- 
quently also invested with the wide and far reaching powers of a 
manager, and with all the consequent duties and responsibilities 
connected with the handling of undertakings in which special busi- 
ness aptitude is essential. 

In cases where substantial assets are situated out of this coun- 
try and at a considerable distance, as in a British colony or South 
America, a deputy receiver, or, if necessary, a deputy receiver and 
manager, may be appointed by the courts in England. In other 
cases the English receiver may be authorised to commence pro- 
ceedings in the local courts for the appointment of such local re- 
ceiver and manager. But, with a view to retaining, as far as possi- 
ble, its control, the court would prefer the appointment of an at- 
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torney or agent for the English receiver to either of the foregoing 
alternatives, if such appointment would suffice to meet the necessi- 
ties of the case. 

It will be seen that receiverships, with or without the incidental’ 
duties of manager, cover a wide range of affairs, requiring for their 
administration trained business capacity of a high order, a trust- 
worthiness beyond question, and disinterested and impartial ser- 
- vice. From an accountant’s point of view, receiverships on behalf 
of debentureholders of companies, registered under the Companies 
Acts with limited liability, are the most important, and I propose 
to limit my remarks to receiverships of this character. 

Such appointments may be made in either of the ways men- 
tioned. Even when the appointment is not originally made by the 
court but by the debentureholder, or, if there is a trust deed, by the 
trustees for the debentureholders, the tendency of modern practice 
among chartered accountants is to get the appointment confirmed 
by the court. 

Especially is this desirable if it is necessary to raise money for 
the purpose of carrying on the business, as the court can give 
power to borrow in priority to debentureholders, and can confer on 
the lenders the rights of a salvor. A receiver appointed by the 
court has also, generally speaking, greater authority than one ap- 
pointed by a mortgagee. For instance, to refuse to deliver prop- 
erty to a court receiver, or to refuse him admittance to the com- 
pany’s premises, would constitute contempt of court, as would also 
the levying of distress for rent, or execution on behalf of a judg- 
ment creditor. In each of the two last-mentioned cases leave may, 
however, be obtained from the court to take the steps referred to. 
In the case of a receiver appointed out of court, whose appointment 
had not been confirmed, his only remedy would be to bring a sep- 
arate action to restrain a threatened distress or execution, or to ob- 
tain control of the company’s property and assets. 

Whether confirmed or originally appointed by the court, the re- 
ceiver is an accounting party, as it is necessary for him to prepare 
and submit his accounts to the court (in form prescribed by the 
rules) at such intervals as may be directed, and to pay into court 
the balances shown by these accounts to be due from him. The ac- 
counts must be verified by affidavit, and properly vouched, and the 
parties chiefly interested will be entitled to attend the appointment 
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for passing them at the expense of the estate, whilst any party to 
the proceedings may do so at his own expense. 

The court will appoint a receiver at the instance of a debenture- 
holder, secured by a floating charge, even though the principal is 
not immediately payable, and the interest is not in default, if it can 
be shown that the security is in jeopardy, or that the company 
seeks to part with its assets otherwise than in the ordinary course 
of business. Unless and until such appointment is made, the 
company may exercise its powers of borrowing and charging to 
the prejudice of debentureholders. 

The causes which lead to the appointment of a receiver of the as- 
sets and undertaking of a company frequently result in its liquida- 
tion also, although there are many cases where a receivership is 
desirable, pending some capital re-arrangement, but where no 
liquidation is required. If there is both a receivership and liquida- 
tion, the court, in the interests of convenience and economy, and 
the absence of reasons for acting differently, favors the appoint- 
ment of one person to both offices. Should there be uncalled capi- 
tal charged to the debentureholders, the advantage of this course 
becomes apparent. No receiver, nor even manager, can make a 
call, but a liquidator may do so, and must, if the position requires 
it. A receiver can only be empowered to take proceedings in the 
name of a liquidator to get in a call, but the liquidator, acting in 
both capacities, should be able to get in the call more expeditiously 
and cheaply. 

The practice of dual appointment is based on convenience, and 
will be modified to meet special circumstances. For instance, if 
the assets appear unlikely to produce a surplus, after paying off 
the debenture charge, the court would not remove a receiver in or- 
der to substitute a liquidator who sought to question the validity 
of the debentures. Neither would the court be likely to remove 
the debentureholders’ receiver if the amount to be derived from 
calls were small. 

In 1893, in an action brought by the British Linen Co. Bank, the 
writer had been appointed receiver of the South American & Mex- 
ican Company, a large trust company associated, prior to their fail- 
ure, with the great Anglo-Spanish house of Murrieta. The com- 
pany went into liquidation immediately afterwards, and the official 
teceiver of the companies winding-up department (Board of 
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Trade), who had been appointed liquidator, applied to be appointed 
receiver also. In this case there were not only general assets, but 
also a great amount of uncalled capital to be got in. The judge of 
first instance, following the established rule in cases where there is 
much uncalled capital, made an order appointing the liquidator to 
both offices ; but, on its being pointed out to the Court of Appeal 
that there was a large body of assets which could be most conven- 
iently handled by some one who, through his ordinary business re- 
lations, had a knowledge of such securities which a government 
official, however able, was without equal opportunities of acquiring, 
the order was varied, and it was directed that the writer should con- 
tinue to act as receiver of these assets, leaving the liquidator to act 
as receiver of the uncalled capital. 

Where the receiver is appointed by the debentureholders or 
trustees in the exercise of their rights without the interevention 
of the court, the court will not interfere with such rights by 
displacing the receiver so appointed, or by appointing a liquidator 
in his place; nor will the court, in such circumstances, refuse to 
grant an order giving the receiver for the debentureholders lib- 
erty to take possession. The receiver should be what the law 
calls “an indifferent person.” Save in some rare instances, it is 
desirable that he should be impartial and disinterested. In deben- 
tureholders’ actions the person proposed by the parties having 
the conduct of the proceedings is commonly selected, if un- 
objectionable. In cases of financial and commercial importance, 
the appointment is most frequently conferred on a well known 
chartered accountant. As the duties of manager are often joined 
to those of receiver, it is obviously important that the selection 
should fall on a man having a working knowledge of business 
principles, and experience in the higher realms of finance ; and who, 
consistently with his professional and other pursuits, can spare suf- 
ficient time for the due performance of the important duties of his 
office. A chartered accountant, from the nature of his profession, 
should be pre-eminently qualified to perform the multifarious dut- 
ies that fall to a receiver, and it is on a recognition of this fact that 
the present practice has arisen. 

The court will not appoint a receiver and manager at the in- 
stance of the debentureholders in some cases where special powers 
and duties have been conferred on a company for public conveni- 
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ence, such as a company under the tramways act of 1870, where 
the debenture charge is not allowed to interfere with carrying on 
the undertaking. In such cases a receiver only will be appointed, 
but the court will appoint a manager of a railway company at the 
instance of a judgment creditor. 

The court will not appoint a receiver and manager for an indefi- 
nite period, but will make the appointment for a specific term, 
usually with certain restrictions and limitations, and with directions 
as to reporting progress to the judge, and lodging accounts. As 
the practical effect of such an appointment is to make the property 
or undertaking over which the receiver is appointed pass into the 
possession of the court, the judge to whom the cause is assigned, 
and to whom the receiver must go for directions, becomes, in fact, 
although not in terms, the governing director of the business for 
the time being. This is not a responsibility which judges care to as- 
sume indefinitely. If the object of the receivership has not beer 
achieved on the expiration of the period originally fixed, it is cus- 
tomary to extend it from time to time by subsequent orders, but 
the general attitude of the court is one of discouragement to the 
long continuance of receiverships. 

Unless, as in rare circumstances, the court dispenses with se- 
curity, the official status of a receiver appointed by the court is not 
complete until the security is given. The amount of the security 
is fixed by the court, and is usually twice the estimated value of the 
. assets likely to come into the receiver’s hands, when they consist of 
personal property of a movable nature. When the assets consist 
of real or immoveable property, a valid sale cannot be effected by 
the receiver without the leave of the court, and the security in such 
cases is therefore usually less than the estimated value of the prop- 
erty, particularly when the value is large. 

The security must be given at the receiver’s own expense, and is 
almost always in the form of a bond of a guarantee society. 
There are several important corporations giving these guarantees 
whose bonds are accepted by the court. The premium varies in in- 
verse ratio with the repute and standing of the receiver, 8 to 10 
per cent. per annum on the amount of the bond being an ordinary 
rate in the case of well-known practitioners. This premium is pay- 
able by the receiver, and may not be charged in his accounts, but 
the fact of his having been subjected to this expense is not over- 
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looked when the amount of his remuneration is fixed. As the 
estate is realized, and the proceeds are paid in, so the amount of 
security may be reduced by order of the court. 

In cases of urgency, the court will sometimes give the receiver 
leave to act before security has been furnished, but, in such cases, 
the party at whose instance he is appointed has to undertake to be 
responsible for the consequences of his acts. 

When the bond has been given, and the receiver is legally clothed 
with possession, anyone who seeks to disturb or iriterfere with the 
property of which he has been appointed receiver (even if he be 
a sheriff who executes process) is guilty of contempt of court. 

The manner and extent to which, in the winding-up of a Com- 
pany, or in bankruptcy, a receiver has to give way to provide for 
preferential payments has been the subject of two acts of the leg- 
islature, the second act following a decision of the courts as to the 
meaning of the first act. 

The first act was, “The Preferential Payments in Bankruptcy 
Act of 1888”, which provided that, in the distribution of the assets 
of any company, parochial and other rates, wages or salary of a 
clerk or servant, not exceeding £50, and wages of labourers not 
exceeding £25, should, as between themselves, rank equally in pri- 
ority to other creditors. 

In 1896 Mr. Justice North decided, in the case of Richards vs. 
Kidderminster 1896, 2, Chancery 212, that the Act of 1888 dealt 
only with preferential payments to be made by the liquidator out 
of the assets in his hands, and consequently did not override the 
charge of debentureholders or other secured creditors. 

It was this decision which led to the passing of the second act, 
namely, “The Preferential Payments in Bankruptcy Act of 1897”. 
That act extended the act of 1888, so as to give the claims of pre- 
ferential creditors priority over the claims of holders of debentures 
or debenture stock under any floating charge to the extent to which 
the assets of the company available for the payment of general 
creditors proved insufficient to meet them. 

Although the acts relating to the subject of preferential payments 
are of comparatively recent date, the practice of giving protection 
to wage earners is supported by ancient precedent and modern 
usage alike. In countries like Spain, where the Roman law still 
holds, no less than in some of the states of the United States of 
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America, and in Canada, the labour lien applies, so that workmen 
who have been engaged on railway or other works are entitled to 
a lien thereon for their wages, such lien being superior even to the 
claims of mortgagees. In this respect the principles which govern 
the modern practice represent no new development of democracy, 
but are really a return to the ways of ancient Rome. 

It has been said that the first duty of a receiver is to receive. 
There have been receivers (mostly non-professional) on both sides 
of the Atlantic whose devotion to this rule has been chiefly mani- 
fest when the question of their remuneration was concerned. The 
remuneration of a receiver, when he is not acting as manager also, 
is usually fixed by way of a percentage on the amount collected, but 
the court will take into account any extraordinary trouble or ex- 
pense to which he may have been put in the performance of his 
duties, although such special labours have not resulted in any pres- 
ent cash receipts. When the receiver is also acting as manager, his 
remuneration ig usually based upon the time expended by himself 
and his staff, and is charged at the ordinary professional rates. 
The remuneration is credited in the receiver’s accounts as a pay- 
ment, and deducted from the balance paid into court. 

While the primary object of a receiver is to realize and collect, 
it is often necessary, for the proper discharge of his duties and the 
protection of the assets entrusted to his care, that he should spend 
large sums of money. A receivership frequently becomes neces- 
sary because all the working capital is exhausted, and the receiver 
finds himself faced, at the outset, by the imperative need of finding 
funds for a business whose credit is gone. Very often wages, on 
whose payment the continuity of the business depends, are due on 
the morrow of the appointment, and there is no cash balance out of . 
which to pay them. In such circumstances the court will authorise 
the receiver to borrow on the security of the property in his hands, 
and such borrowings will rank in front of the claims of the deben- 
ture-holders which he represents. But authority to borrow is not 
synonymous with ability to borrow. It is the business of the re- 
ceiver to find a lender without becoming personally responsible for 
the money he borrows, and this is not always an easy task. Such 
borrowings are most frequently necessary where a receiver and 
manager is authorised to carry on the business in respect of which 
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The receiver is liable for any loss arising from his own careless- 
ness, neglect, or willful default, or the unauthorised delegation of 
authority or delivery of money or property to others ; but he is not 
expected to be more careful of the receivership property than of 
his own. He is also personally liable for all debts which he con- 
tracts, unless there is a specific agreement with the creditors to the 
contrary, but he is entitled to be indemnified out of the assets for all 
such personal obligations properly incurred, and such indemnity 
ranks in priority to the claims of persons who have advanced 
money pursuant to an order of the court. There is an exception to 
this rule of personal liability where he is appointed under a trust 
deed, the terms of which empower the trustees for debenturehold- 
ers to nominate a receiver and manager who is to act as and be the 
agent of the company. Ifa receiver so appointed continues to act 
after an order has been made for winding up the company, he be- 
comes personally liable. 

It not infrequently happens that a receiver has to carryon a busi- 
ness at a loss, pending realization or reconstruction, and it requires 
great watchfulness lest the realisable value should shrink to a point 
at which it becomes insufficient to cover his personal responsibili- 
ties. Cases are by no means unknown where, in the vain hope of 
effecting an advantageous sale as a going concern, a receiver and 
manager, possessed of more zeal than discretion, has carried ona 
declining or unprofitable business for a protracted period, with 
melancholy consequences to his clients and himself. When he has 
been obliged, in the end, to resort to a forced realisation, he has 
found himself saddled with responsibilities in excess of the real- 
isable value of the assets, and has not only had to go without re- 
muneration (in itself a sufficient reflection on his business ca- 
pacity), but he has had to discharge the indebtedness out of his 
own funds. 

The position of a receiver is often difficult, and one that calls 
for great forethought and insight. To carry on a business at a 
loss may lead to serious consequences, but the forced sale of the 
same business may be equally or even more disastrous. It is easy 
to slaughter an estate by hasty and injudicious sale. The re- 
ceiver may even see his way, by so doing, to satisfy the claims of 
the mortgagees on whose behalf he is appointed. But the duty of a 
receiver goes beyond the mere satisfaction of the claims of the de- 
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dentureholders. He ought to have the same desire to protect those 
‘whose claims rank after them. He is frequently in a position 
where he has to reconcile conflicting interests, especially where 
there is a series of charges of different ranks and values. 

The receiver and manager is often confronted with the task of 
pacifying dissatisfied shareholders and aggrieved debenturehold- 
ers, to say nothing of the work of raising fresh money before it is 
possible for him to place the undertaking on a better footing with 
a view to avoiding liquidation or making a satisfactory sale. He 
may even find it advisable to demand an apparent sacrifice from 
the body whose interests he represents. In these circumstances 
the personal equation counts for much. The resourcefulness and 
financial connections of the receiver may greatly facilitate the pro- 
vision of the necessary funds, while the weight of his authority may 
be the determining factor in securing a satisfactory arrangement 
-of conflicting interests. 

In every body of investors there are generally some whose one 
idea is to stand rigidly on their legal rights, and it may be the duty 
of the receiver to wean them from that statuesque but unprofitable 
attitude. For example, debentureholders to the amount of £500,- 
000, whose security consists of assets which may stand in the books 
at three times that sum, but which, for various reasons, might not 
realize more than £300,000 on a forced sale, may be well advised to 
reduce the face value of their security, and also, perhaps, the rate 
of interest, in consideration of the subscription by the shareholders 
of partly paid shares in a reconstructed company, so as to provide 
funds for the re-establishment of the business. Shareholders could 
not be expected to assume this liability merely to improve the se- 
curity of the debentureholders. Some concession is required from 
them also, and may be advantageously given. When such a recon- 
struction has been carried through, the business may become prof- 
itable again, and, with more assets and steady earnings, the de- 
bentures, although reduced in amount, may be more valuable than 
before. 

When large and important undertakings are concerned, it is 
often not feasible to sell them outright. They may sometimes be 
disposed of as going concerns; but in, perhaps, the majority of 
cases the choice lies between reconstruction or a forced sale. The 
latter course should be avoided whenever possible. It almost in- 
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evitably means the displacement of labour, and the sacrifice of 
plant, machinery, trade-connection and goodwill. Whether re- 
garded -from the professional or any other point of view, recon- 
struction is the more satisfactory course. The saving of an in- 
dustrial business from disaster means better value for its assets and 
a continuation of employment for the workers engaged in it. 

Technically speaking, the reconstruction of a company does not 
fall within the province of a receiver, but it is often the only practi- 
cable thing for him to do, if the best interests of all concerned are 
to be promoted. In this connection he may render valuable service, 
for which the machinery of the court would furnish no adequate 
remuneration. In these circumstances it is sometimes provided 
that the amount of his remuneration shall be dealt with by agree- 
ment among the parties concerned, or fixed by arbitration, in- 
stead of being settled by the court on the ordinary basis. 

The business with which a receiver and manager may have to 
deal are so varied that it is impossible to lay down specific rules for 
their guidance. An active professional experience has covered re- 
ceiverships of limited companies owning railways in the colonies 
and abroad, collieries at home and in the colonies, tobacco planta- 
tions in the Far East, iron furnaces, steel mills, electrical engineer- 
ing works, publishing and newspaper businesses, financial and in- 
vestment trusts, theatres, breweries, manufacturing and trading 
concerns situated in Great Britain, Canada, Australia, South 
Africa, France, Spain and Turkey. 

The business of a receiver, like the business of accountancy, is 
world-wide, and may take him wherever money is invested or trade 
is established. Different laws may involve variations in procedure, 
just as different businesses involve variations in treatment, and the 
receiver must adapt himself to local conditions. But the broad 
principles on which all businesses should be conducted are of uni- 
versal application, and are much the same all the world over. 

A receiver usually continues to act until the office becomes un- 
necessary through the satisfaction of the claims of the debenture- 
holders by repayment, or by substituted security in a reconstruc- 
tion or re-arrangement. He may retire earlier for reasonable 
cause, such as infirmity, in which case the costs of his discharge are 
borne by the estate. If he seeks to retire without reasonable cause, 
he must bear the cost of the change himself. He is also liable to re- 
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moval for irregularity in his accounts, or gross dereliction of duty. 
A bankrupt is disqualified; a peer is regarded with disfavour. 
Men in both positions have privileges, although of different orders, 
which might interfere with the enforcement of the ordinary rem- 
edies. The reasons which disqualify a peer might also be urged 
against the appointment of a member of Parliament. 

The advantages of appointing chartered accountants to the im- 
portant and responsible duties of receivers and managers of large 
enterprises have long been appreciated in England. Their exper- 
ience and training in the science which has done so much to make 
possible the vast fabric of modern commerce and international ex- 
change, by enabling every variety of transaction in trade and fi- 
nance to be directed and controlled, give them a peculiar fitness 
for the complicated tasks with which receivers have often to con- 
tend. Skilled in accounts, familiar with commercial law and us- 
age, acquainted with business of almost every description,and pos- 
sessed of a knowledge of men and affairs, the members of the pro- 
fession of chartered accountants have now attained in England 
the rank and confidence which they have long enjoyed in Scot- 
land, and which the certified public accountants in the United 
States of America are securing with rapid strides. To the cer- 
tified public accountants in America, as the profession is con- 
solidated and its status is better understood, the important re- 
_ceiverships which are inevitable from time to time in an enter- 
prising industrial community, will doubtless become generally en- 
trusted, with advantage to their clients and credit to themselves, 
and an important branch of business will pass into the hands of 
those who are most competent to deal with it. 
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EDITORIAL. 


Standard Rates for Accountants. 


A question has recently been raised as to the advisability of 
standardizing the fees of accountants, regulating the charges of 
both principals and assistants and placing these kindred matters 
upon some basis of* uniformity. An inquiry is now being con- 
ducted among the members of the profession, which seeks to 
ascertain the scale of charges and also the opinions of account- 
ants as to the desirability of standardizing fees. 

The reasons prompting this inquiry are not far to seek. Ac- 
countancy in the United States, although its practitioners regard 
themselves as professional men, is still to a large extent carried 
on as a business. A large piece of auditing or installation work is 
under consideration ; letters are sent out to accountants by those 
having the matter in charge, asking for bids, but not, as a rule, 
submitting “plans and specification.” Other things, such as 
professional standing, being equal, the contract is awarded to 
the lowest bidder, and his competitors feel themselves aggrieved. 
Competition in accountancy, as in manufacturing, puts a premium 
on dishonest work. To resist this temptation a robust moral 
sense is required. It has been suggested that the abuses arising 
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out of competition could be in large measure corrected if the 
profession would agree upon a schedule of charges to which all 
members would be bound to adhere. 

While the motive which prompts this suggestion is altogether 
praiseworthy, and although the abuse aimed at is a serious one, 
we cannot agree that the plan of standardizing fees in accountancy 
is either feasible or proper. The relation of the accountant to 
his client is a personal one. He gives to his client his personal 
skill, his integrity, and his fidelity to the trust reposed in him. 
“ These qualities,” it has been said, “cannot be judged by in- 
spection as can the wares of the merchant or the production of 
the artisan,” nor can they be graded or standardized. The value 
of professional service varies with the ability of the practitioner 
and with the magnitude of the interest involved. The minimum 
fee of an eminent lawyer is necessarily much higher than the 
maximum fee of the beginner, while his maximum fee may be 
many times greater than the sum which the circumstances of the 
client or the nature of the case may sometimes influence him 
accept. Certain classes of legal charges in every community are 
standardized, as are the rates of physicians for, office practice and 
for day and night visits. These relate, however, to the routine 
of practice and are constantly departed from in emergencies. 
Moreover, great differences exist in the standards. They vary 
‘with the locality. A country doctor may charge fifty cents for 
office consultation, while the city physician may demand ten 
times this amount. The nature of professional fees appears even 
more clearly in the charges arising out of surgical practice. For 
the same operation, a difference of hundreds of dollars is habitu- 
ally made in the charge, which varies with the circumstances of 
the patient, corresponding to the pecuniary value of the service 
rendered. The courts have repeatedly recognized the soundness 
of this principle and have upheld the practice of charges graduated 
to the income of the patient or to the sum recovered for the client. 

Applied to accountancy, the relevancy of these considerations 
is apparent. The accountant is not an artisan to be employed by 
the hour or the day. Accountants cannot be formed into trade 
unions, with minimum rates of pay and standard working days, 
any more than physicians, lawyers and engineers can be subjected 
to such restrictions. The value of the accountant’s services is 
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fixed according to the same principles as those which govern the 
other professions, depending upon the skill and reputation of the 
practitioner and the nature of the service rendered. If all ac- 
countants could be reduced to a common denominator of medi- 
ocrity, and their services confined to the checking of books and 
the statement of profits and losses, in other words if accountancy 
should cease to be a profession and become a trade, the standard- 
ization of accounting fees might be desirable. At present, how- 
ever, accountancy is becoming a profession within which the 
only standards applicable are those of high character, fidelity to 
professional trust, and devotion to the ideals of professional ex- 
cellence. 


Accountants as Corporation Officers. 


In the April number of THE JouRNAL appeared an editorial 
entitled ‘“ Collateral Employment of Accountants,” which dealt 
with certain criticisms recently made concerning the propriety of 
a firm of public accountants certifying to the reports of a corpora- 
tion in which a member of the firm is acting as auditor. THE 
JouRNAL took the stand that so long as the accountant’s report 
was made to the officers of the company, the accountant thus not 
representing the stockholders, there was no inherent impropriety 
in the relation which had been called in question. The importance 
of the subject and the general interest which it has aroused, war- 
rant a more specific defence of the practise. 

We have in mind several instances where accounting firms 
have installed systems of accounts for large corporations, which 
have failed to work because the company’s officials and em- 
ployees were unfamiliar with the details. In one case, after an 
unsuccesful trial of a new system, the firm responsible for its 
installation was asked to assume responsibility for its successful 
operation by designating one of the members to act as comp- 
troller or supervisory accountant. The firm accepted the task, and 
one of its members was appointed as desired, assuming the official 
title so that his authority might be unquestioned. The comp- 
troller, thus appointed, accepted no compensation for his services 
and was not in any way controlled by the corporation in whose 
service he nominally was. The charges for the service rendered 
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were paid to his firm in the same manner as charges for other 
services. Needless to say, the experiment was successful. The 
staff was trained in the new methods, and the work of the tem- 
porary official is now approaching completion. 

Nothing is more common in installation work than the ap- 
pointment of an accountant to supervise the system until it is 
working smoothly. The designation of such a supervising ac- 
countant by an official title, and the investing him with the 
authority of an officer, in order that he may have full liberty of 
action in a delicate and difficult situation, should be more common 
than it is. 


Technique in Accounting. 


An accountant of some distinction was recently lecturing on 
partnership realization accounts. A problem was under consider- 
ation by the class involving the apportionment of a loss among 
the partners on the basis of their respective interests. The prob- 
lem presented no difficulties. It was an elementary exercise in 
short division. Five minutes’ work would have accomplished an 
easy task. Said the instructor, “ Gentlemen, how would you 
handle this problem? Would you be satisfied with a statement 
of results merely informing your clients as to the amounts which 
they were respectively to receive?” The class agreed that this 
would be all that was required. “ By no means,” said the in- 
structor. “No accountant would have the effrontery to send 
in a bill for such puerile service. Your client would reply that he 
could have done so much for himself without calling you to his 
assistance. To justify your fee in such a case, you must express 
your result technically, technically, gentlemen.” Forthwith the 
class, under their instructor’s guidance, proceeded to execute a 
harmonious and perfectly matched arrangement of figures, ac- 
complishing a “ technical” expression of a result, which, as the 
instructor properly remarked, the client could have worked out 
“on his cuff.” 

Another accountant was recently requested by a client, a 
trust and surety company, to investigate a claim for $2,500 made 
by a brewing company which did a large bottling business on 
account of an alleged shortage of a bookkeeper, who had been 
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bonded by the surety company. The accountant, after a few 
hours’ investigation, came to the conclusion that because of the 
lack of any system of control over the collectors, it was not un- 
likely that one of these men was responsible for the bookkeeper’s 
alleged defalcation. He pointed out to the president of the com- 
pany that they had taken no proper precautions to prevent theft, 
and that if the case came to trial the result would be doubtful. As 
a result of his representations, the accountant gave his check for 
five hundred dollars to compromise the claim, charging his client 
a fee of one hundred dollars for his morning’s work, 

These two instances are typical of the extremes of account- 
ancy. In the first case the goal apparently sought was technique, 
the expression of the results of simple arithmetic in elaborate 
schedules and transpositions, shifting balances from one account 
to another, and thus establishing a basis for a fee. In the second 
instance the accountant placed his knowledge of the law of evi- 
dence, his familiarity with systems of control, and his knowledge 
of men at the disposal of his client, and rendered him a true pro- 
fessional service. Accounting is not the science of arithmetical 
circumlocution but the science of business control, and it should be 
a matter of general congratulation that sublimated bookkeepers 
cannot much longer masquerade in the garb of professional 
service. 
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MONEY AND CURRENCY In Relation to Industry, Prices, 
and the Rate of Interest. By Joseph French Johnson, Pro- 
fessor of Political Economy in New York University and Dean 
of the School of Commerce, Accounts, and Finance. Pp. 398. 
Price $2. 1906: Ginn & Company. 

The first impression which the reader of this book will get will 
be a feeling of pleasure in the clearness of the style and thought 
and in the absence of abstruse and technical discussion and con- 
troversy. This clearness of statement is not obtained at the ex- 
pense of slurring over real difficulties, but is due rather to the 
thoroughness of the author who has thought his way through the 
confused mass of conflicting detail to the unifying principles lying 
behind. 

In the author’s own words “the main purpose of this book is 
to show how the prices of commodities and the profits of busi- 
ness (including the wages of the workingmen) are dependent 
upon the laws governing the value of money.” The scope of the 
work is broader than that of most books on the subject, for after - 
giving an exposition of the principles of money and credit, the 
author proceeds to apply them to economic conditions and to 
show in a convincing and original way how close a relation exists 
‘ between the money and credit of a country and its prosperity. 

Especial care has been given to an analysis of the demand for 
money and to the effect of the use of credit upon this demand. 
Credit is a device by which the efficiency of the supply of money 
is increased and has the same effect upon prices of commodities 
as money itself. The subject of the deposit currency is thoroughly 
discussed and its economic effects traced out. 

Credit lessens the demand for money to serve as a medium of 
exchange and as a store of value, but since the credit instruments 
are promises to pay money, there must always be enough money 
in existence to maintain confidence that these promises will be 
honored and redeemed. The principal use of money is, there- 
fore, to serve as a basis for credit. The economic importance of 
money is increased rather than diminished by the use of credit, 
since any change in the supply of money is multiplied several 
times in its effect upon credit. 
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A chapter of great interest and profit to practical business men 
is that dealing with the relation of money and credit to prices. 
The success of the business man is largely determined by the 
course of prices, and yet there are very few who realize how large 
a part money and credit plays in fixing prices. Changes in the 
supply of and the demand for money and credit are responsible for 
the change of the general price level over periods of several years, 
bringing either falling prices and business depression or rising 
prices and prosperity. The profound effect of change in the 
general price level upon business arises because prices do not 
change uniformly but irregularly; in the United States prices 
would be affected in the following order: Stocks, speculative 
commodities, raw materials, wholesale prices, retail prices, loans, 
wages, customary prices. Because the costs of production of 
most articles change more slowly than the price of the finished 
article, a period of falling prices will mean a curtailment of 
profits and loss and discouragement to business men, while a 
period of rising prices will mean an increase of profits and great 
expansion of industry. 

The very abstruse question of the relation between the rate 
of interest and the supply of and demand for money and credit, 
the connection between the amount of loanable capital and prices, 
has been well thought out. “A steady and continuous increase or 
decrease in the money supply perpetuates a maladjustment of 
prices and exerts a constant influence upon the rate of interest ; 
a steady increase tends to keep the rate of interest above the 
normal. Sooner or later the stimulus given to industry by rising 
prices leads to speculation and panic. When the money supply 
fails to increase as fast as the demand, the rate of interest tends 
to decline. The decline of profits and the falling off in demand 
for capital are wrongly attributed as a rule to overproduction.” 

The author states in his preface that his theory of fiat money, 
especially as set forth in the chapter on the greenbacks, will 
doubtless arouse criticism from students in monetary theory. 
His conclusion is that the value of the greenbacks during the 
period of depreciation got their value from their utility as money 
rather than from the government promise they bore. Confidence 
in ultimate redemption is only one of the factors determining the 
value of depreciated credit money. The chief cause for the de- 
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preciation of the greenbacks was the redundant supply of money 
occurring at the same time as a falling off of the demand for 
4money. After the war the demand for money increased while the 
supply decreased, and this led to a rise in the value of the green- 
-backs, 

The subjects of Domestic and Foreign Exchange and the Sil- 
ver Question, usually so difficult and uninteresting to the aver- 
age reader, demonstrate clearly the author’s talent for exposition. 
The secret lies in the constant reference to the concrete, illustra- 
tions being drawn either from history or from the actual opera- 
tions of the business world. While the book is neither historical _ 
‘nor descriptive in character, yet the number of these illustrations 
give the work a high value from that standpoint alone, 

On the whole, the author has succeeded admirably in his 
object of producing a book for practical men as well as for 
students in high schools and colleges. As Professor Johnson 
says in the preface, “ while it is intended to be a complete exposi- 
tion of the science of money, aiming its appeal at the understand- 
ing rather than at the prejudices of men, its unique characteris- 
tics, if it possess any, will be found in the deep practical signifi- 
cance it discovers in the phenomena of price, in its analysis of 
the demand for money, in its exposition of credit as related to 
prices and the rate of interest, and in the clearness it gives to the 
concepts of commodity money, fiat money, and credit money.” 

Eart Dean Howarp. 


‘PARTNERSHIP RELATIONS, By Thomas Conyngton. New 
York, 1906. 

The relations of partners are almost as old as that ancient 
institution the custom of merchants, the original source of the 
law of negotiable paper, or as the rule under which the 
priests of the Roman Church disposed of the property of the 
dead that furnished the inception of the laws of probate and 
administration. Like all these topics of modern law, which have 
developed from beginnings in comparatively remote and primi- 
tive stages of civilization, the law of partnership exhibits still 
many relics of the applications of legal principles to the circum- 
scribed situations of early business life. 

Much of the law of partnership was thus declared at a time 
when the English courts were most bound by precedent and the 
decisions followed in narrow paths. It was natural therefore, 
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that modern business scope, growing with leaps and bounds, 
did not find the partnership law of the earlier days at all com- 
mensurate with new situations constantly appearing. Naturally, 
this has resulted in much divergence in the holding of certain 
individual cases. Although thsee evidences are not so much a 
difference of principle as of point of view, yet they are at times 
difficult of reconciliation. 

The work in question does not attempt exhaustive analysis. 
It, however, touches upon a number of the different applications 
of the law. While, in some instances, principles are apparently 
stated upon a tacit assumption of a certain state of facts, yet 
one reasonably familiar with the law can comprehend their 
application. For the benefit of the layman or beginner in the 
study of law, however, a detailed statement of the situation to 
which a given principle is applicable would be of value. 

The short discussion as to receivers is one of the best parts of 
the’ book. The forms of partnership contracts at the close of 
the volume are calculated to be of convenience not only as sug- 
gesting to attorneys and parties points upon which some agree- 
ment should be made, but also as furnishing language adapted 
to many situations. Numerous cases are cited which include 
many which are leading upon the subject. They. are grouped 
upon the lower part of the pages containing the statements to 
which they respectively refer. This is the plan adopted by the 
American and English Encyclopedia of Law, as well as other 
modern books, and certainly adds much to the facility with which 
such cases may be used. 


COMPARATIVE STATEMENTS OF TRUST COMPANIES 
in the State of New York. Compiled from the annual re- 
ports of the Superintendent of Banks, 1894 to 1904. Pub- 
lished by George W. Young & Co., Bankers, New York. 

This book of about eighty-five double pages is devoted 
mainly to the reports of the eighty-one trust companies which 
were conducting a trust company business in the State of New 

York on December 31, 1904. The report of each company, 

to which a full double page is allotted, contains, for each year 

of the period 1894 to 1904, inclusive, or from the date of or- 
ganization of the younger trust companies, a schedule of the 
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‘ company’s resources and liabilities together with such supple- 
mentary information for each year as the following :—the 
total amount of interest, commissions, and profit of every kind 
received during the year; amount of interest paid to and credited 
to depositors; expenses, excluding taxes; taxes; number and 
amount of deposits on which interest was allowed, and the rates 
of interest. A list of officers and directors for each of the 
years 1903 and 1904 is also given. 

In 1894 there were thirty-eight trust companies with aggre- 
gate resources of less than $365,500,000; in 1904 there were 
eighty-one companies with aggregate resources of about 
$1,364,000,000, an increase of resources of nearly one billion 
dollars or 275 per cent. Eleven companies which have reported 
to the Superintendent of Banks at some time during this period 
have disappeared, either through liquidation or merging with 
other companies. A table showing the total resources of each 
of these eleven companies for each year from the date of liqui- 
dation or merger back to 1894 or its date of organization is also 
exhibited. 





Legal Department. 
The Law of Negligence. 


It is important for anyone who is interested in civil actions to 
note the difference between the basis of an action of contract, 
and that on which rests an action for negligence, slander, tres- 
pass or other similar wrongdoing. The state enforces a con- 
tract, because it promotes faith and credit among citizens to in- 
sure the fulfillment of a contractual promise, so far as the courts 
can lend their aid to enforce it. The power and majesty of the 
courts stand in the background of every business engagement, for 
the parties can rely upon obtaining enforcement of their con- 
tractual rights, subpect to the rules established by law. The 
basis of an action for wrongdoing, of which negligence is a typical 
example, is different. The parties to the civil action for negli- 
gence have not usually made any agreement. One party has 
negligently damaged the other party’s person or property. In 
order to promote justice between man and man, as well as to 
avert bloodshed, and to turn the dispute into the comparatively 
peaceful channels of litigation, the law wisely gives the injured 
party redress in an action for damages. Usually these damages 
are computed in money by the jury. 

At the present time business is conducted on a large scale. 
The great operations of building and transportation are not ac- 
complished by the work of a single man, but are done by an 
individual or by a corporation or other group of employers 
through agents. This means that the business activities which 
result in injury to person and property are conducted by an em- 
ployer through his employees. When an injury happens the 
employer may be hundreds of miles from the scene of the acci- 
dent. The employee who was the immediate cause of the acci- 
dent can be held responsible by the injured person in a negligent 
suit, if negligence can be proved against him. It usually hap- 
pens, however, that the employee who committed the wrong is 
not financially responsible. While the injured party could obtain 
judgment against him, upon proving the case, yet this judgment 
would not be worth much, for the sheriff would be unable to find 
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assets of the defendant which could be sold in order to satisfy 
the judgment. 

This brings us to the doctrine of respondeat superior. These 
Latin words mean, “ Let the superior answer.” The doctrine of 
respondeat superior makes the employer responsible for damages 
negligently inflicted on outsiders in the course of the agent’s em- 
ployment. Needless to say, the employer is not answerable for 
what the agent may choose to do when he is off duty, and not 
acting for his principal. It is a notable point in this matter of 
the law of negligence that the employer usually cannot be per- 
sonally charged with the slightest want of care. He may prove 
that he chose his employees with due regard for their prudence 
and carefulness. He may show that he has given instructions to. 
his employees which, if followed, would have prevented the acci- 
dent in question. This presents no legal excuse, and the strict- 
ness of the doctrine of respondeat superior should keep the courts 
on the alert to prevent the law of negligence from being twisted 
into a method of extorting money from corporations and other 
large employers of labor. Schemes of defrauding companies by 
the trumping up of false accident cases are being detected every 
week. The reports of street railway and other companies show 
that the matter has reached alarming proportions. While it is 
not at all likely that the doctrine of respondeat superior will ever 
be thrown aside, it seems necessary that great vigilance be exer- 
cised to prevent the courts of justice from being used to perpe- 
trate the most gross injustice. Accountants who go over the 
books of transportation companies are often surprised at the num- 
ber and magnitude of the accident claims paid by the companies. 
The close interlacing of all interests in a civilized community 
makes it impossible for any great injustice to be perpetrated 
against one member of the unified organization without resulting 
loss to the other members. Every citizen not only from patriotic 
motives, but also from consideration of his own pocket, should 
feel personally responsible for the proper administration of jus- 
tice, and should do his part to prevent the abuses which flow from 
any encouragement of unjust verdicts against corporations. 


Cases of Interest to Accountants. 
Hupson RIveR WATER Power Co. vs. GLENS FALLS PorT- 
LAND CEMENT Co. [95 N. Y. Supp. 421.] In this case the 


62 





Legal Department. 


question arose as to whether or not a contract which an electric 
company had to furnish a cement company with electric power 
for a certain term was assignable by the cement company. The 
Court decided that the cement company could assign its right 
to receive the current. So long as the money which was to be 
paid for the electricity was duly handed over to the electric com- 
pany, the latter could not complain if the rights of the cement 
company under the contract had been assigned to an outsider. 
It is often doubtful if a given contract is assignable or not. A 
carefully drawn agreement frequently contains an express pro- 
vision on the subject, either permitting the assignment of certain’ 
rights under the contract, or forbidding any such assignment. In 
the absence of an express provision on the subject, the Courts are 
driven to ask what is proper and reasonable under the particular 
circumstances. On the one hand, there are some agreements 
which are naturally assignable. A promissory note, being a ne- 
gotiable instrument, is from its very character suited to be 
passed around, almost like currency, and usually the maker of the 
note cannot resist the demand for payment by a bona fide holder 
for value in due course. Indeed, most rights to receive money 
under a contract are assignable, for the debtor cannot reasonably 
object to paying the assignee of his creditor, instead of the 
creditor himself, since the assignee’s receipt will discharge the 
debt. On the other hand, there are many contracts of a purely 
personal nature, in which the idea of introducing outsiders by an 
assignment is plainly repugnant to the intention of the parties. 
For instance, a partnership agreement essentially depends upon 
the personality of the members who agree to form a firm, because: 
the relation of partners is a close personal association. A man 
does not want to become a partner of a stranger, or of anybody 
whom he does not thoroughly know or trust, and, therefore, it 
would be wrong to permit any member of a firm to thrust an 
outsider into the firm as substitute for himself, against the wishes 
of his fellow partners. Whenever the individuality, the personal 
skill and character of a contracting party is a vital element in the 
contract, that party cannot properly assign the performance of 
his personal obligations under the contract, which were to have 
been discharged by him, so as to substitute an outsider, whom 
the other parties to the contract may not care to trust. 
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Frequently cases crop up close to the border line between 
assignable and non-assignable contracts. As stated before, it 
helps greatly to forestall trouble in the carrying out of such con- 
tracts, if the parties will determine at the time they come to an 
agreement as to whether or not any assignment is to be per- 
mitted. 

In RE Arnton, [94 N. Y. Supp. 471.] <A point of practical 
importance to expert accountants was raised in this case. An 
objection was made to an allowance claimed by the executor for 
the fee which he had paid to an expert accountant, on the ground 
that the executor himself is supposed to make up his own account, 
and should not charge the estate if he puts this work on somebody 
else. An executor or administrator or other fiduciary who files 
an account is called the accountant, and usually his commissions 
are considered sufficient to include all work done in the framing 
of the account. His attorney’s advice in the preparation and 
drafting of it may be charged to the estate, and the executor may 
claim credit for the attorney’s fee in the account itself. A num- 
ber of the older cases hold that if the executor employs an ex- 
pert accountant in helping him to settle up the affairs of the estate, 
the executor must pay the accountant out of his own pocket. 

In the Arnton case, however, it was decided that the account- 
ant’s charge should be paid by the estate, because the man who 
made the will had suggested in the will that an accountant be 
employed. There is a growing tendency among the courts to 
recognize the necessity of enlisting the services of an expert in 
many accounts of decedents estates. This tendency is especially 
marked where the estate is very large, or the accounts are com- 
plicated. The ordinary estate however, is not difficult to handle, 
and if the executor wants to call in an expert accountant he must 
do so at his own expense. Of course, in preparing the accounts 
of receivers of insolvent companies, the need of an expert account- 
tant is obvious. Upon the whole, the situation seems to be that 
the custom of employing experts in accounting is gradually grow- 
ing, and the judges, who always adapt themselves to a good cus- 
tom, are becoming more inclined to allow a credit for the services 
of an expert in this line. 

The foregoing suggests that a few words may be said on the 
question of an executor’s employing any agents at all. Certainly, 
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the executor must not turn all the work which he might ordina- 
rily be expected to perform himself over to others, and then 
claim a credit in his accounts for the wages paid to his agents, 
while at the same time demanding the usual commission for him- 
self. No set rule can be laid down in this matter which will apply 
to all cases, but it may be stated that an executor should not em- 
ploy agents unless it seems reasonable to do so. If the property 
which comes into his hands is extensive, or if it is located at dis- 
tant points, or if it involves a number of complicated or technical 
matters, the need of assistance in winding up the estate is ap- 
parent. In every case the executor may employ an attorney to 
give him advice, and claim credit for the services of his employee. 
The attorney’s fee is to be regulated in accordance with the size 
of the estate, and the amount of litigation involved. What has 
just been said about the employment of agents by executors may 
be extended to cover the case of almost every trustee who has 
charge of the funds of other people, and who is bound to account 
for his proper disposition of them. The courts are always just 
and reasonable, and while they will not tolerate the looting of an 
estate by a fiduciary, they will protect the fiduciary and allow 
credit for all proper charges and expenses. 

In the same case, in re Arnton, the question of allowing credit 
for money paid to a stenographer in the course of getting up the 
account was raised, and the Court allowed the credit, because it 
seemed reasonably necessary to obtain the stenographer’s ser- 
vices. There were two executors concerned in this case, and a 
question as to dividing the commissions between them arose. It 
was held under the New York Code that each should get half the 
commissions. The Code provides that if one executor does far 
more work than the other, commissions shall be apportioned ac- 
cording to their respective services. 

Another point arose in the same case regarding a bequest 
which the testator made in his will to a certain creditor. The will 
recited that the bequest in dispute and certain other bequests were 
made in an effort to repay those who had been kind to the testator 
during his long illness. The creditor claimed the bequest in ad- 
dition to the amount due by the testator at the time of the latter’s 
death. It was held that he was entitled to receive payment of the 
debt as well as the bequest. The old rule on the subject is that 


65 











The Journal of Accountancy. 


a legacy given by a testator to his creditor, which is equal to or 
greater than the debt, shall be considered as a satisfaction of the 
debt. This rule has been criticised, and the courts seem to take 
delight in making exceptions to it, of which the foregoing case 
presents one. 


Rhode Island Enacts a C. P. A. Law. 


Following are the leading provisions of the Rhode Island “Act 
to Create a State Board of Accountancy and to Regulate the 
Business of Certified Public Accountants,” passed by the House 
April 19 and by the Senate April 20: 


Section 1. It shall be unlawful for any person to practice as a 
certified public accountant in this state unless he shall have first ob- 
tained a certificate of registration as provided in this act. Any citizen 
of the United States, or person who has duly declared his intention of 
becoming such citizen, having a place for the regular transaction of busi- 
ness as a professional accountant in this state, being over the age of 
twenty-one years, of good moral character, who shall have received 
as hereinafter provided in this act a certificate of his qualifications to 
practice as a certified public accountant, shall be deemed and known as 
a certified public accountant under the provisions of this act; and no 
person unless he has received a certificate under the provisions of this 
act, shall advertise or in any manner use such name of certified public 
accountant or the abbreviation “C. P. A.,” or any other words or letters, 
or any imitation thereof tending to indicate that the person so adver- 
tising or using the same is such certified public accountant. 

Sec. 2. A board of examiners, to be known as the state board of 
accountancy, is hereby created to carry out the purposes and enforce 
the provisions of this act. The members of said board, when appointed, 
shall be citizens of this state and skilled in the practice of accounting, 
and when appointed shall have been actively engaged therein on their 
own account in this state for not less than the three years next pre- 
ceding the date of their appointment. At the present session of the 
general assembly the governor, with the advice and consent of the sen- 
ate, shall appoint one member of said board to hold office until the 
first day of February, A. D. 1907; one member of said board to hold 
office until the first day of February, A. D. 1908; and one member of 
said board to hold office until the first day of February, A. D. 1909. At 
the January session of the general assembly, A. D. 1907, and at 
the January session of the general assembly in every year thereafter, 
the governor, with the advice and consent of the senate, shall appoint 
one member of said board, who when appointed shall be a certified public 
accountant, to hold office until the first day of February in the third 
year after his appointment, to succeed the member of such board whose 
term will next expire: Provided, that any vacancy which may occur 
in said board when the senate is not in session shall be filled by the 
governor until the next session thereof, when he shall, with the advice 
and consent of the senate, appoint some person, who when appointed 
shall be a certified public accountant, to fill such vacancy for the re- 
mainder of the term. The members of said board may be removed by 
the governor, for such cause as he shall deem sufficient and shall express 
in the order of removal. Each member of said board, unless he resigns 
or is removed, shall hold office until the appointment and qualification 
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of his successor. Each member of said board shall give a_ bond 
in the sum of one thousand dollars, with surety or sureties to be ap- 
proved by the general treasurer, conditioned for the faithful performance 
of his duties, and shall take the oath provided by law for public officers. 

Sec. 4. Said board shall have power to adopt rules and regulations 
for conducting examinations to be held under this act. Said examina- 
tions shall be held at least once a year in the city of Providence, and 
elsewhere in the discretion of said board. Such examinations shall be 
held upon the theory of accounts, practical accounting, auditing, com- 
mercial law as affecting accountancy, and such other subjects as said 
board may determine. Such board shall issue to each applicant passing 
a satisfactory examination a certificate entitling such person to practice 
in this state as a certified public accountant, until such certificate shall 
be revoked as hereinafter provided in this act. 

Sec. 5. Said board shall charge for the examination and certificate 
provided for in this act a fee of twenty-five dollars, payable by said 
applicant at the time of filing his application. In case of the failure on 
part of any applicant to attend the examination at the date specified by 
said board or to pass a satisfactory examination, said applicant may, at 
the discretion of said board, appear at the next annual examination of 
said board for re-examination, upon the payment of the further sum 
of fifteen dollars. 

Sec. 6. The actual expenses of said board shall be paid out of the 
funds received from applicants for examinations: Provided, that in no 
event shall such expenses be a charge against the state. No member 
of said board shall receive any compensation for his services, but he 
shall be entitled to receive from the funds in the hands of said board 
his actual expenses incurred in the discharge of his duties under this 
act. 

Sec. 8. Said board may, in its discretion, register the certificate of 
any certified public accountant who is the lawful holder of such certifi- 
cate issued under the laws of any other state, territory, District of 
Columbia, or government, and may issue to such certified public ac- 
countant a certificate of registration, which certificate shall entitle the 
holder thereof to practice as such certified public accountant under the 
provisions of this act in this state: Provided, that such other state, 
territory, government, or the District of Columbia extends similar — 
leges to certified public accountants of this state. Said board shall charge 
for such certificate of registration a fee of fifteen dollars. 

Sec. 9. Said board, by a majority vote thereof, may, in its discretion, 
waive the examination of any person possessing the qualifications men- 
tioned in this act who, for more than three years preceding the passage 
of this act, shall have practiced in this state on his own account as a 
public accountant, and who shall apply in writing to said board for 
such certificate within six months after the passage of this act. Said 
board may charge for such certificate of registration a fee not exceeding 
fifteen dollars. Said board shall have power to revoke any certificate 
of registration granted by it under this act, for gross incompetency, for 
unprofessional conduct, or for other cause sufficient in the judgment 
of said board: Provided, that before any certificate shall be so revoked 
the holder thereof shall have notice in writing of the charge or charges 
against him and shall have reasonable opportunity to be heard in his 
defence. Any person whose certificate has been so revoked may apply 
to have the same reissued, and the same shall be issued to him upon a 
satisfactory showing that such disqualification has ceased. Said board 
shall have power by its chairman to summon any person to appear as a 
witness and testify at any hearing by said board under the provisions 
of this act, and to examine and to administer oaths to such witnesses. 
Any person aggrieved by any decision or ruling of waid board may, 
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within thirty days, exclusive of Sundays and holidays, after receiving 
notice of said decision, appeal therefrom to the superior court sitting 
at Providence, and said superior court shall, as soon as may be, hear and 
determine said appeal, following the course of equity, and subject to all 
the rights of parties in such causes. 

Sec. 10. Nothing in this act shall prohibit any person from serving 
as a student, clerk, or employee in the office of any certified public ac- 
countant: Provided, such student, clerk, or employee shall first file with 
the secretary of said board a statement in writing, showing the name 
and place of business of his employer, and the date of the beginning 
of such employment, and the full mame, age, and residence of such 
student, clerk, or employee. No such student, clerk or employee shall 
be authorized to certify accounts or to advertise or hold himself out 
to the public as a certified public accountant. 

Sec. 11. Any person practicing the occupation of certified public 
accountant, or using the abbreviation “C. P. A.,” or similar words 
or letters indicating that the person using the same is a certified public 
accountant, or representing himself to the public as having received 
such certificate provided in this act, without having received such certifi- 
cate as provided in this act, or any person so representing himself as 
having received such certificate or practicing as aforesaid after his 
certificate has been revoked as provided in this act, shall be deemed 
guilty of a misdemeanor, and upon conviction thereof shall be punished 
by a fine not exceeding two hundred dollars for each offence, and upon 
subsequent conviction shall be punished by a fine of not less than two 
hundred dollars nor more than five hundred dollars, or by imprisonment 
not exceeding six months, or both, in the discretion of the court. 

Sec. 12. This act shall take effect upon its passage. 


FIRST BOARD OF EXAMINERS. 

Just before the Legislature adjourned on April 20 the Gover- 
nor appointed and the Senate confirmed the following persons as 
members of the State Board of Accountancy :— 

Wm. P. Goodwin until Feb. 1, 1909. George M. Rex until 
Feb. 1, 1908. George R. Allen until Feb. 1, 1907. 








Annual Meeting of Illinois Society. 


The Illinois Society of Certified Public Accountants elected officers 
as follows at the annual meeting April 10: President, Edward E. Gore; 
Vice President, Charles J. Marr; Secretary and Treasurer, R. S. Bu- 
chanan. Directors, John A. Cooper, Ernest Reckitt, Charles J. Marr, 
Lawrence A. Jones, John Leith, Edward E. Gore, and R .S. Buchanan. 
Delegates: J. Porter Joplin and John A. Cooper. Auditors: L. S. Pickett 
and A. F. Rattray Greig. 


An amendment to the by-laws was adopted prescribing certain con- 
ditions under which honorary membership might be conferred upon gent- 
lemen who by reason of past connection with the society, or by reason 
of services rendered, might be considered entitled to the honor. By 
unanimous vote, and upon the special recommendation of the directors, 
Mr. George Wilkinson, C. P. A. was elected to honorary membership. 

















The Revised Ohio Bill. 


The Ohio Legislature adjourned April 2, without taking final 
action on the bill to establish a state board of accountancy and 
providing for the degree of C. P. A. in Ohio. The substitute 
Senate bill (No. 37) was introduced by Senator Espy of Hamil- 
ton County in the latter part of January. The bill was referred 
to the Senate committee on judiciary where it remained for 
some time in spite of vigorous efforts to have it reported back by 
the committee, owing to unexpected opposition on the part of two 
members of that committee. In spite, however, of such opposi- 
tion, the bill was signed by eight members out of thirteen of that 
committee, recommended for passage March 27, made a special 
order for March 29, and passed by the Senate by a vote of twenty 
to four. It was taken up promptly in the House on the morning 
of March 30 and referred to the House committee on manu- 
factures and commerce. The bill was reported back to the House 
the same afternoon by the unanimous ‘vote of that committee, 
recommending its passage. It was placed on the calendar for 
March 31, but owing to the number of bills ahead of it at that 
time it did not come up for vote before the adjournment April 
2, an unusually early date. 

About 70% of the members of the House have promised to 
support the bill. Owing to the fact that the present members of 
the 77th General Assembly were elected for a period of three 
years the same General Assembly will meet again in January, 
1908, unless sooner convened in special session, and all bills 
which were on the calendar of either branch will then be in order 
for action; such being the case, the present bill will not have 
to go back to the Senate but on passage of the House will 
become law, unless, of course, vetoed by the Governor, who has, 
however, expressed his approval of the bill. 

Following are the important paragraphs of the bill, the Sen- 
ate amendments being in italics: 


Section 1. That any citizen of the United States, or person who has 
duly declared his intention of becoming such citizen, being over the age of 
twenty-one years, of good moral character, a graduate of a high school or 
having received an equivalent education, who has had at least three years 
experience in the practice of accounting, and who shall have received from 
the state board of accountancy (as hereinafter provided for) a certificate 
of his qualifications to practice as a public expert accountant shall be styled 
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and known as a certified public accountant; and no other person or per- 
sons shall assume such title or use the abbreviation “C. P. A..” or any 
other words or letters to indicate that the person using the same is a cer- 
tified public accountant. 

Section 2 (a) Within thirty days from the passage of this act, the 
governor shall appoint three persons not more than two of whom shall be 
of the same political party, to constitute and serve as a state board of 
accountancy. The members of said board shall be persons skilled in the 
knowledge and practice of accounting and actively engaged as professional 
public accountants within the state of Ohio. 

The members of such board shall hold office for three years or 
until their successors are appointed and have qualified, except that one of 
the members of the state board of accountancy, first to be appointed under 
this act, shall hold office for one year, one for two years and one for three 
years. Upon the expiration of each of said terms a member of the board 
shall be appointed for the term of three years, and after the thirty-first day 
of December, one thousand nine hundred: and six the members of said 
board shall be appointed from among the holders of certificates issued un- 
der this act. 

(c.) The state board of accountancy shall determine the qualifications 
of persons applying for certificates under this act, and make rules for the 
examination of applicants and the issue of certificates herein provided for. 

Section 3. Provides that examinations shall be held at least once a 
year in “theory of accounts,” “practical accounting,” “auditing” and 
“commercial law as affecting accountancy.” 

Section 5. Any person who files his application within six months 
after the organization of said board and is, at the time of filing said appli- 
cation, a public accountant and has practiced as a public accountant for at 
least three years, shall file with his application proof of said facts and 
proof that said applicant’s general and special education is at least equal to 
the standards of special and general education prescribed by this chapter. 
Said board shall consider said proofs and such other evidence as may be 
produced before said board. If said board be satisfied from said proofs 
and evidence that the statements contained in said application and proofs 
are true and that said applicant has the general and special education re- 
quired by the standards prescribed by this chapter, said board shall accept 
said proofs and evidence in lieu of said examinations. 

Section 6. Any person who is a citizen of the United States or has 
declared his intention of becoming such citizen, over twenty-one (21) years 
of age, of good moral character, and who has complied with the rules and 
regulations of said board pertaining to such cases, and who holds a valid 
and unrevoked certificate as a certified public accountant issued by or un- 
der the authority of any other state of the United States, or of the United 
States, or of the District of Columbia, or any territory of the United States, 
or by or under the authority of a foreign nation, when said board shall be 
satisfied that their standards and requirements for a certificate as a 
certified public accountant are substantially equivalent to those established 
by this chapter, shall receive from said board a certificate as a “ certified 
public accountant,” and such person may thereafter practice as a certified 
public accountant and assume and use the name, title and style of “ certi- 
fied public accountant” or any abbreviation or abbreviations thereof, in 
the state of Ohio. 

Section 8. If any person shall represent himself as having received 
a certificate as provided in this act, or shall practice as a certifed public 
accountant, or use the abbreviations C. P. A., or any similar words or let- 
ters to indicate that the person using the same is qualified to practice in 
this state as a certified public accountant, without having received such 
certificate as provided for by this act, or if any person having received a 
certificate as provided in this act, and having thereafter lost such certifi- 
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cate by revocation as herein provided, shall continue to practice as a public 
accountant, and he shall be deemed guilty of a misdemeanor and upon con- 
viction thereof shall be fined not less than ten dollars ($10.00) and not ex- 
ceeding one hundred dollars ($100.00) for each offense. 

_ Section 9. Nothing herein contained shall be construed to restrict or 
limit the power or authority of any state, county or municipal officer or 
appointee engaged in or upon the examination of the accounts of any 
public officer, his employees or appointees. 


Notes from Correspondents. 


Accountants and Street Railways. 


CuIcaco, APRIL 14, 1906. 

To THE Eprtors—An article in the Street Railway Review 
for April on “ The Importance of Scientific Accounts,” by a mem- 
ber of the Illinois Society of Certified Public Accountants, calls 
attention to the necessity of having competent advice in the open- 
ing of the original books as well as in the operation of the roads 
when completed. All accountants who have had much to do with 
the affairs of electric railroads can testify that the majority of 
them are sorely in need of intelligent direction, even where the 
accounts are based on correct principles, but very little progress 
has been made in the attempt to convince the managers of the 
various roads of the value to them of the services of the account- 
ant. 

The Street Railway Accountants’ Association has done good 
work in calling the attention of the roads to the necessity of bet- 
ter accounting methods, but these efforts have been rendered 
nugatory to a considerable extent by the inability of the local 
secretaries to grasp the true significance of the principles involved 
in the literature they have sent out, as well as by the well-known 
fact that no universal set of forms will necessarily fit each particu- 
lar case. 

The difficulty under which the accountants have labored is 
principally found in the fact that they have not been able to reach 
the directors and principal stockholders of the companies, but 
have been obliged to confine themselves to efforts to convince the 
general managers and secretaries, who are usually satisfied with 
their present methods, largely because they have no adequate 
conception of their own lack of knowledge of correct accounting 
principles. This is true, of course, of a great many other com- 
panies than street railways, and constitutes the greatest problem 
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to be solved by the accountants in their desire to extend the field 
of usefulness of the profession. Some progress is being made 
in this direction by the efforts of individual accountants, but it is 
by no means as rapid as it should be. 
Yours very truly 
SeyMouR WALTON. 


A Point in Practical Accounting. 


Sr. Louts, March 29, 1906. 

To THE Eprrors—In the statement of the “Problem in Practi- 
cal Accounting” contained in the February number of THE Jour- 
NAL, there is the following sentence: 

“The drawings and models represent two years’ outlay, all of which 
is carried as assets, but they have no realizable value.” 

In the solution of the problem, one-half of this outlay is 
charged as depreciation in the manufacturing statement, and the 
other one-half as a debit in the trading statement. It will doubt- 
less be admitted that the whole of the outlay is not a fair charge 
against the profits of the year, and in the absence of any informa- 
tion as to how much outlay was made in each of the two years, 
some such arbitrary treatment as that adopted is necessary. Fur- 
thermore, if the accounts were being made up for an annual re- 
port, it would be proper to treat the one-half not charged to man- 
ufacturing as a special charge against the profit and loss account 
for the year, the alternative course of adjusting the surplus at 
the commencement of the year being, in such cases, to be depre- 
cated. The problem, however, states clearly that the accounts are 
required for the purpose of showing the value of the capital stock 
of the company, and in accounts prepared for this purpose, it 
would seem that one-half of the outlays for models and drawings 
should be eliminated from the profit and loss account for the 
year altogether. 


Street Railway Accetiilien in the West. 


Our Washington correspondent writes that the services of 
public accountants are very rarely requisitioned in that state in 
connection with the examination of street railways. One reason 
for this is that the principal systems are controlled by an eastern 
firm, who have their own traveling auditors, the latter being as- 
sisted, as occasion demands, by temporary men picked up in the 
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principal centres. The chief auditors are said to be paid at the rate 
of $125.00 to $150.00 per month. If this is the limit of the eastern 
capitalists’ fee capacity, the professional accountant can enter- 
tain but a very faint hope that he will ever supplant the salaried 
travelling auditor. Another reason, says our correspondent, is 
that the owners of the smaller and independent systems are still 
with one exception in a condition of heathen darkness on the 
subject of accountants and their works. 


That Problem in Costs. 


The following query comes from Boston: “ We have read 
with interest the article in the correspondence section of your 
April edition, entitled ‘A Real Problem in Costs,’ and will ap- 
preciate it very much if you will kindly advise us whether the re- 
plies which you receive are for publication in your magazine or 
whether they will be used in competition to secure the business 
which is mentioned.”’ 

[The editors will publish any reply that in their opinion de- 
serves it. In no other way can they aid in the competition re- 
ferred to.—Eds.] 


Maryland Notes. 


The street railway companies of Baltimore City were con- 
solidated a few years ago, and have since been operated and 
managed by the United Electric and Railways Company. It has 
not been the practice of this corporation, our correspondent 
writes, to have their accounts audited by other than their regular 
employees, though an audit of the same was made less than a 
year ago, when there existed some dissatisfaction among the in- 
come bond holders. Hence it cannot be said that the railway 
companies of Baltimore favor audit by public accountants. 


Firm Announcements. 


The partnership of G. W. Temple and E. G. Shorrock, as Certified 
Public Accountants, carried on under the firm name of Temple & Shor- 
rock at 427-428 Pioneer Building, Seattle, has been dissolved. The busi- 
ness has been taken over by E. G. Shorrock at the above address in his 
own name. 

Judd, Schmidt, Palmer & Company, Public Accountants, announce the 
removal of their New York office to the Nassau-Beekman Building, 140 
Nassau Street, New York. 

Mr. Frederick S. Tipson, C. P. A. has removed his offices from 150 
Nassau Street to Temple Court, 5 Beekman Street, New York. 
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THE JOURNAL prints below answers to questions taken from 
each of the four papers set in the New York C. P. A. examina- 
tions of last January. The solution of the problem in Practical 
Accounting is by Mr. Walter A. Bayer. The answers of the 
other questions are by different men, all well qualified. 


Practical Accounting. 


Question 2.—Walter Hopkins, while perfectly solvent and doing a profit- 
able manufacturing business, had so tied up his capital in plant and ma- 
terials that he was unable to pay his debts and was on the point of suspend- 
ing for want of funds to pay for labor, and his creditors were preparing to 
commence legal proceedings to enforce a settlement. The condition of 
his affairs at this time was as follows: 


BALANCE SHEET. 


$25,198 Creditors 
212 Capital 


Liabilities. 


Materials, raw and partly 
finished 

Finished goods 

Accounts receivable 


$75,130 $75,130 


At a meeting of creditors he said that while his plant was entirely 
efficient, it was all of special character and would realize on forced sale 
only the value of scrap, that the unfinished goods would require the em- 
ployment of skill and processes known to him only, and that while forced 
suspension would yield to his creditors not over 50%, it would ruin him 
absolutely. 

The creditors decided to advance him a loan of $5,000 to continue 
operations and allow him additional credit for materials and expenses. 
A trustee was appointed to see that the proceeds were used solely for re- 
cuperation of the business. 

The subsequent operations under the supervision of the trustee were 
as follows: 

Purchases on book account, charged to materials $5,100, to expense, 
$12,100; sales on book account, $57,802; losses on bad debts, $300; cash 
receipts (loan from creditors), $5,000; settlement from debtors, $58,100; 
cash payments for labor, $12,500; for expense, $4,350; for plant, $600. 
Creditors, $42,030; Walter Hopkins personal drawings, $3,000. 

There remained raw materials $4,000, finished goods $22,388. 

Prepare (a) realization and liquidation account, (b) trustee’s cash ac- 
count, (c) balance sheet of the estate as restored to Walter Hopkins. 


SOLUTION. 
(a) REALIZATION AND LiguIDATION ACCOUNT. 
$25,198 Creditors . 
Materials 40,400 Loan from creditors 


Finished Goods 
Accounts Receivable 
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74,918 Assets realized. 
4,350 Accounts Receivable (new 
= and old) 


Creditors (new and old)... 42,030 
34,398 


I 
Liabilities not liquidated. Raw Material 
Creditors Finished Goods 
Net profit Accounts Receivable 


Amount on hand (W. Hop- 
kins) 
Loan from creditors . 
Accounts Receivable Creditors 
W. Hopkins, drawings .... 
Balance on hand 


(c) Barance SHEET. 


Cash (Trustee) Creditors 
Accounts Receivable Capital & Surplus.. 54,900 
Finished Goods Realization & 
Raw Materials 4,000 Liquidation 
GEE. hascaeas Wisshieek wes Net P. & L..3,370 
less Hopkins 
drawings ..3,000 370 = 555,270 


55,670 


Theory of Accounts. 


2. What is a sinking fund? How should the account be treated on 
the books of a corporation? 

7. Describe the method of determining the number of shares of capital 
stock, both common and preferred, held by each of the several stockhold- 
ers of a corporation, giving fully the titles of the books wherein the facts 
are registered and stating how the books are opened and operated. 

1o. A corporation is organized with an authorized capital stock of 
$50,000 of which only $40,000 is sold, and stock certificates issued therefor. 
The conflicting methods of recording the capital stock on the books are 
urged by rival accountants as follows: (a) treasury stock to capital stock 
$50,000, cash and properties to treasury stock $40,000; (b) cash and prop- 
erties to capital stock $40,000. Which method is the better and why? 


ANSWER TO QUESTION No. 2. 


When a government or a corporation undertakes to pay a debt due at 
a certain time, it is necessary to do this either by a series of appropriations, 
or by setting aside out of available cash periodically sums which invested, 
usually by purchasing its own debentures, or other form of indebtedness, 
so that at the end of this time, provision will be sufficient to pay the debt. 
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Dr. Price was the originator of the idea, and he recommended it to the 
elder Pitt, as a means of paying off the national debt of England. His is 
the idea, which has been adopted by mathematicians, and it may be stated 
thus: Find such a sum, which is to be set aside periodically, and instantly 
made to bear a fixed rate per cent per period, the amount of these invest- 
ments at the maturity of the indebtedness will exactly equal thac indebted- 
ness. The term sinking fund is applied to a sum periodically set aside, 
and not to the amount of the investments. The interest on the debentures 
is paid to the persons holding the debentures, whether outsiders, or repre- 
sentatives of the corporation. 

The term Sinking Fund began to be used after a time in a looser man- 
ner, to the amount of irregular sums set aside to meet an obligation, the 
sums set aside being invested. In this latter sense it is a reserve. As 
given above, it is created to redeem a fixed liability, and is a debt account. 

Later on, the term began to signify a fixed charge taken out of revenue, 
duly invested periodically at a fixed rate per cent, to provide for the 
inevitable fixed shrinkage of certain assets, as in the case of a bond pur- 
chased above par to meet the shrinkage of the premium. The account in 
which the sinking fund with interest enters is a credit account. The 
creation of sinking funds requires such a knowledge of annuities as may 
be found in Prof. Sprague’s recent work on investments. 


‘ 
ANSWER TO QUESTION 7. 


The books of such a corporation are kept by a secretary, and are: 

1. Stock Certificate Book for common stock, and Stock Certificate 
Book for preferred stock. 

2. Transfer Book. 

3. Stock Book. 

4. Stock Ledger. 

1. The Stock Certificate Book is made up of blank certificates of . 
stock bound together and numbered consecutively, attached to stubs 
from which each one is easily separated by perforations. The one for 
comman stock and the one for preferred are similar, but the numbering is 
distinct. On the issuing of stock to the shareholder, these certificates are 
filled in by the secretary or other authorized person, and signed as di- 
rected by the By-laws. On the back of the certificates is a eens assign- 
ment, ready to be filled in when the assignment is made. On the stub of 

« original stock,” under the heading, * ‘Issued against surrendered certifi- 
cate No. ——” should be entered ‘ ‘Original Issue.” The owner of stock 
will sometimes sell a portion of his stock, represented by the certificate, 
and in that case the assignment will be filled out only by the number of 
shares transferred. The secretary would then cancel the old certificate 
and issue two new certificates, and deliver both to the original owner, un- 
less he receives instructions to deliver them otherwise. When a transfer 
has thus been made, the surrendered certificate should be canceled, so as 
to render it incapable of being again used. 

2. The Transfer Book is made up of a number of blank assignments. 
They are intended to be filled out and signed by the transferrer, and are 
the authority of the secretary to issue new Stock Certificates. 

3 and 4. The Stock Book and Stock Ledger are practically one and the 
same in contents. 

The Laws of the State of New York call for the keeping of a Stock 
Book, which shall contain the following elements: 

Names of stockholders arranged alphabetically. 
Residence of stockholder. 

Number cf shares held by each. 

Time stock was acquired. 

Amount paid thereon. 

From whom received and to whom transferred. 
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If we combine the Stock Book and Stock Ledger, it will contain the 
following columns: 
ames and residences. 
Date. 
From or to whom transferred. 
Full paid or what part paid. 
Certificate numbers. 
1. Taken out. 
2. Surrendered. 
Number of shares. 
1. Disposed of. 
2. Acquired. 
7. Balance. : : 
The Stock Certificate Book and Transfer Book contain all the infor- 
mation required for entry into the Stock Ledger. 


ANSWER TO QUESTION 10. 


I do not regard the two methods as conflicting, but rather that the 
first method presents a fuller statement than the second. It surely can- 
not be a fault to give extra information, provided that this information 
is of value. However, in the Balance Sheet the elements contained in the 
question should appear thus: 

Authorized issue of Stock 

Less Treasury Stock 


Stock issued 


Question 4. How would you determine the profits for a given period 
from a set of books kept on the single entry system, the capital at the be- 
ginning of the period being known? 


ANSWER. 


In Single Entry Bookkeeping the transactions of a business are re- 
corded only in so far as they effect changes in assets and liabilities, so 
that profits or losses must be determined by a comparison of the financial 
condition at the beginning and ending of a period. The capital being 
known at the beginning of a period it would be necessary to appraise 
values and take stocks at the end. The difference would be profit in 
case of an increased showing and loss in case of a decreased. There is 
no proof upon the work, as the scheme of revenue accounts peculiar to 
the double entry system, which in itself shows the results from a period 
of operations, is lacking. 


Commercial Law. 


7. What is a corporation? Describe the procedure necessary for the 
formation of a business corporation and show what is required as to (a) 
number of incorporators, (b) number of directors, (c) capital to be 
paid in. 

ANSWER. 

A corporation is an artificial person created by law. It exists only by 
virtue of the permission of the State, and has only such power, rights and 
liabilities as the State accords to it. The corporation is a legal entity entirely 
distinct from the natural persons who may be its members. A corporation 
is formed generally as follows: A certificate of incorporation must be 
executed and acknowledged in duplicate by the incorporators; one dupli- 
cate must be filed in the office of the Secretary of State and the other in 
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the office of the clerk of the county where the main business office of the 
corporation is to be located, the proper fees and taxes must be paid to 
the Secretary of State, the State Comptroller and the County Clerk; a 
meeting of the incorporators must be held accepting the charter thus 
granted, and the directors must meet and elect officers. The number of 
incorporators must not be less than three, which is also true of the direc- 
tors. At least $500.00 must be paid in at the time of filing the certificate, 
this being the only restriction on the total amount of authorized capital. 

All this is found in general business and stock corporation laws. 
Any answer must be based on knowledge of the several sections of the 
above laws applicable. The authority must be found in the statutes them- 
selves, though “while a business corporation contains the said laws ar- 
ranged in convenient form, no accurate answer can be made except that 
it be based on the law itselfeand the actual cases decided thereunder.” 
Only by careful classroom work coupled with actual practical illustration 
can _ accurate and working understanding of any phase of law be ob- 
tained. 





Periodical Literature. 


Selected by Mitts E Case. 
Key to abbreviations: A—Arena. Acc.—The Accountant. 


The Accountants’ Magazine. 


Acc. Ma.— 
B. B. Business Man’s Magazine and Book- 
keeper. B.Ma.—Bankers’ Magazine. B. Mo.—Bankers’ Monthly. C.— 
Cosmopolitan. C. T. B—Coal Trade Bulletin. Eng. M.—Engineering 
Magazine. I. A—Iron Age. I. A. J.—Incorporated Accountants’ Journal. 


Int. Ry. J.—International Railway Journal. 
ancy. M. Ma—Moody’s Magazine. 
i Be En Bo 
Southern Banker. 


Accounting 


Competition between account- 
ants.—Acc., Feb. 24. 

Faculty of commerce, in relation 
to accountants.— Prof. Chap- 
man. Acc., Feb. 24. 

Commercial education and ac- 
countancy.—Acc. Ma., Feb. 

Bookkeeping on the slip and card 
systems—E. E. Price. Acc., 
Mar. Io. 

Municipal accountancy, deprecia- 
tion of assets—Acc., Mar. 17. 
How to criticize accounts.—W. 
R. Hamilton. Acc., Mar. 17. 
Gross and net profits reserved.— 
James B. MacDonald.—Acc. 

Ma., Mar. 

Accounting methods in the whole- 
sale salt fish business.—J. Wil- 
liam Darcy. B. B., Mar. 

Accounting for water companies. 
—J. T. Swanwick. B. B., Mar. 

Statemcnts showing operating ex- 
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ing electric current in Chicago. 
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Apr. 
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A., Mar. 
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tures.—Francis How. J. A., Mar. 
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J. A., Mar. 

Advantages of an independent 
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F. A. Cleveland. J. A., Mar. 
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Conway. J. A., Mar. 
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Day Allen Willey. M. Ma., 
Mar. 
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in central Illinois—W. Elec., 
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